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REPEAL OF 3-CENTS PER POUND PROCESSING TAX ON 
COCONUT OIL 


TUESDAY, JUNE 24, 1952 


Hovse or RepresenTATIVES. 
ComMItTree oN Ways anp MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to call, in the main commit- 
tee room of the Committee on Ways and Means, Hon. Jere Cooper, 
presiding. 

Mr. Coorrer. The committee will be in order. 

The committee is holding hearings today on H. R. 6292. This bill 
would repeal the 3-cent-per-pound tax now imposed upon the first 
domestic processing of coconut oil. 

Without objection I will insert in the record at this point a copy of 
the bill and the reports with enclosures from interested departments 
and agencies which have been received on it. Without objection, I 
would also like to insert in the record at this point, a letter from the 
Honorable Carlos P. Romulo transmitting Concurrent Resolution No. 
34 of the Second Congress of the Republic of the Philippines. 

(The material referred to follows:) 


[H. R. 6292, 82d Cong., 2d sess.] 


A BILL To amend certain sections of chapter 21 of the Internal Revenue Code, and for 


other purposes 


Be it enacted hu the Senate and House of Re presentatives of the United 
States of America in Congress assembled, That section 2470 (a) (1) and (2) of the 
Internal Revenue Code is hereby amended to read as follows: 

SEC. 2470. TAX. 
“(a) RAT 
“(1) IN GENERAI There shall be imposed upon the first domestic proc- 
essing of palm oil, palm-kernel oil, fatty acids derived from any of the fore- 
going oils, salts of any of the foregoing (whether or not such oils, fatty 
acids, or salts have been refined, sulphonated, sulphated, hydrogenated, or 
otherwise processed), or any combination or mixture, containing a substan- 


tial quantity of any one or more of such oils, fatty acids, or salts, a tax of 
3 cents per pound to be pa d by the processor 
“(2) RATE ON coconut otL.—There shall be imposed a tax of 2 cents per 


pound, to be paid by the processor, upon the first domestic processing of coco- 
nut oil or of any combination or mixture containing a substantial quantity of 
coconut oil with respect to which oil there has been no previous first domestic 
processing, except that the tax imposed by this sentence shall not apply when 
it is established, in accordance with regulations prescribed by the Commis- 
sioner with the approval of the Secretary, that such coconut oil (whether or 
not contained in such a combination or mixture), (A) is wholly the pro- 
duction of the Philippine Islands or any possession of the United States, or 
(B) was produced wholly from materials the growth or production of the 
Philippine Islands or any possession of the United States, or (C) was brought 
into the United States on or before June 9, 1934, or produced from materials 


1 
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brought into the United States or or before June 9, 1934, or (D) was pur- 
chased under a bona fide contract entered into prior to April 26, 1984, or 
produced from materials purchased under a bona fide contract entered into 
prior to April 26, 1934, The tax imposed by this paragraph shall not apply 
to any domestic processing after July 3, 1974.” 


Sec. 2. Section 2483 of the Internal Revenue Code is hereby repealed. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 14, 1952. 
Hon. R. L. Douaurton, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

Dear Mr. Doveuton: This is in reply to your request of January 31, 1952, for 
“a report on H. R. 6292, a bill to amend certain sections of chapter 21 of the 
Internal Revenue Code, and for other purposes. 

The principal provision of H. R. 6292 is the removal of the tax of 3 cents per 
pound on the first domestic processing of coconut oil which is now imposed on 
coconut, palm, and palm-kernel oil under section 2470 (a) (1) of the Internal 
Revenue Code. 

The bill would not remove the additional tax of 2 cents per pound imposed 
under section 2470 (a) (2) upon the first processing of coconut oil (or copra) 
originating elsewhere than in the Republic of the Philippines or any possession 
of the United States. Imports into the United States of copra and coconut oil 
eriginate chiefly in the Philippines because of the 2-cent differential in favor of 
the Philippine product. 

Of chief concern to this Department is the probable effect of the proposed 
bill on the domestic tallow industry. The tallow industry is already suffering 
from relatively low prices resulting in part from high levels of production, Its 
chief outlet, the manufacture of soap, has been curtailed by the inroads of syn- 
thetic detergents. Production of tallow averaged 1.2 billion pounds in the years 
1987-41, 1.7 billion pounds in the years 1942-46, and reached 2.2 billion pounds 
in 1951. Prices of prime inedible tallow, Chicago, before the outbreak of the 
war in Korea were below the prewar average (1957-41) of 6.3 cents per pound 
and, after rising to an average of 16.7 per pound in the first 3 months after 1951, 
declined to an average of only 6.6 cents per pound during January 1952. 

Tallow and grease and coconut oil are used in the soap industry which repre- 
sents the major market in this country for each of these commodities. The pro- 
portion of coconut oil used in soaps can be altered, within certain limits, depend- 
ing on its price relationship with other fats. Therefore, if the removal of the 
3-cent-per-pound processing tax on coconut oil should increase usage of coconut 
oil, it would tend to reduce the consumptien of domestic tallow and grense. 

Also of concern to the Department is the possible effect of removal of the 3-cent 
processing tax on coconut oil on prices of domestic edible fats and oils. Coconut 
oil in the past has been used in the manufacture of shortening and margarine in 
competition with soybean oil and cottonseed oil. During the years 1946-50, when 
prices of coconut oil were relatively high, use of coconut oil in shortening aver- 
aged 3S million pounds yearly. Use in margarine averaged 8 million pounds and 
was declining. During the 1930's, when prices of coconut oil were low, use of 
coconut oil in shortening was about the same as in the postwar years, but use in 
margarine Was much larger, averaging over 130 million pounds per year. In 
recent months, prices of coconut oil have declined to the point where they are 
now fairly close to prices of the domestic edible oils. Removal of the processing 
tax would result in furthering lowering the price of coconut oil in relation to 
prices of domestic edible oils, and might lead to increased use of coconut oil in 
food products in competition with domestic fats and oils. Thus demand for the 
domestic edible fats and oils would be weakened to some extent, and prices would 
tend to be reduced. It is possible that the higher prices for coconut oil in foreign 
markets, resulting from removal of the domestic processing tax, might result in 
some increase in the demand for exports for edible fats such as lard and soybean 
oil, but this effect would be less direct and would be complicated by the many 
factors affecting international trade. 

It should be pointed out that there appears to be no justiuable basis for dis- 
tinguishing between the 3-cent processing tax on coconut oil and that on palm and 
palm-kernel oils which are competitive with coconut oil and tallow and grease in 
soap making and with other oils for edible purposes. This is true even though 
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in recent years the usage of palm and palm-kernel oils for soap making and edible 
purposes in the United States has been small. 

Consideration has been given to the claim that the elimination of the processing 
tax would result in increases in soap consumption and a corresponding offset in 
sales of synthetic detergents. Over-all use of tallow in soap manufacture, it is 
claimed, might thus be increased, even though its proportion, compared with coco- 
nut oil, in the soap formula, were reduced. The Department doubts that a mate- 
rial increase in sales of soap would result, particularly in view of the circum- 
stances underlying the shift already made from soap to synthetic detergents. 

The Bureau of the Budget advises that enactment of the proposed legislation 
would be in accord with the program of the President. 


Sincerely yours, 
CHARLES F. BRANNAN, Secretary. 


THE SECRETARY OF COMMERCE, 
Washington May 28, 1952. 


R. L. DoveHTon, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DeaR Mr. CHAIRMAN. This is in further reply to your letter of January 31, 
1952, requesting the views of the Department with respect to H. R. 6292, a bill 
to amend certain sections of chapter 21 of the Internal Revenue Code, and for 
other purposes. 

This bill would, in effect, remove the present 3 cents per pound tax on the 
first domes iic processing of Philippine coconut oil and copra, and reduce the tax 
from 5 to 2 e+nts per pound on these products when imported from other countries. 

We have not thoroughly investigated all phases of fats and oils relationships; 
their interchanugeability; or the complex network of related import duties, 
excise and provessing taxes. Undoubtedly, your committee will seek testimony 
along such lines from other sources in order to explore the secondary effects 
of H. R, 6202 

It seems probable, however, that the elimination of the tax on the Philippine 
products would benefit our soap manufacturers, permitting them to effect econ- 
omies in obtaining an important raw material and enabling soap to compete 
more effectively with synthetic determents. Domestic crushers would presumably 
and the consumer might derive some advantage in the 


benefit to some extent 
it may be assumed that 


form of improved quality and a lower price. Moreover, 
similar advantages would accrue in connection with the oil's secondary uses, 
such as the manufacture of synthetic rubber, and resin, incendiary bombs, plasti- 
cizers, safety glass and sulphonated higher alcohols. In addition to these re- 
sults, which would appear favorable for the defense effort and our civilian econ- 
omy, the lowering of a tax which operates to restrict imports is in line with 
United States policy of trade liberalization. 

Since little coconut oil is now used in the manufacture of edible products, it 
is unlikely that our producers of edible fats and oils would be materially affect- 
ed and the projected stimulus to soap sales might offset the possible loss to our 
renderers through partial substitution of coconut oil for tallow. It should be 
noted, however, that the position of our overseas supplies of competing oils, 
especially palm kernel and babassu oil would be rendered relatively less favorable. 

For the foregoing reasons, this Department would not object to the enactment 
of H. R. 6292 

The Bureau of the Budget has advised that it has no objection to the sub- 
mission of this report. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 28, 1952. 
Hon. R. L. Doucuton, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 
My Dear Mr. Doventon: This is in reply to your request for the views of this 
Department on H. R. 6292, a bill to amend certain sections of chapter 21 of the 
Internal Revenue Code, and for other purposes. 
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It is recommended that the bill be enacted, if amended as proposed in this 
letter. 

Section 2470 (a) (1) of the Internal Revenue Code presently imposes a tax of 
3 cents per pound, to be paid by the processor, on the first domestic processing of 
certain oils, including coconut oil. Section 2483 of the Internal Revenue Code 
provides that all taxes collected with respect to coconut oil wholly the produc- 
tion of Guam or American Samoa or produced from materials wholly of the 
growth or production of those territories shall be held as separate funds and 
paid to the respective treasuries of the two territories. H. R. 6292 would reenact 
section 2470 (a) (1) to eliminate the 3 cents tax on coconut oil, and would repeal 
section 2483. 

The areas under United States jurisdiction which produce copra, the source 
of coconut oil, are Guam, American Samoa, and the Trust Territory of the 
Pacific Islands. This Department is the Federal agency with general responsi- 
bility for those areas Coconut oil processed in the United States from copra 
originating in those areas is subject to the 3-cents-per-pound tax, paid by the 
United States processor, and his liability for that tax is reflected in the price 
he is willing to pay the Guamanian, Samoan, or Trust Territory producer. If 
the tax were repealed, it might be expected that the price which would be paid 
the territorial producer for his copra might be higher and the income of the copra 
producers, deplorably low in those areas, would be increased. Even more im- 
portant is the effect on those areas of the fact that coconut oil is now almost en- 
tirely, if not entirely, used in the production of soap, which in the United States 
is in commercial competition with chemical detergents. The chemical deter- 
gents are not subject to the tax levied by section 2470 (a) (1) or to any com 
parable tax Accordingly, it is more profitable to make and sell detergents than 
soap and the market for coconut oil in the United States has fallen off. This 
has very serious consequences for American Samoa and the Trust Territory; it 
is of lesser importance as far as Guam is concerned for almost no copra is ex- 
ported from Guam. But in American Samoa and the Trust Territory, copra is 
the largest cash crop. In the Trust Territory, where a local copra processing 
tax of 15 percent is imposed, it is also the largest single source of tax revenue 
to the local treasury. If a greater demand for coconut oil can be created in the 
United States by the elimination of the 3 cents tax imposed by the Internal 
Revenue Code, there will be a larger market and more stable price for copra 
from American Samoa and the Trust Territory. The amount of copra produced 
in these areas is relatively small—14,000 tons annually for the Trust Territory 
and 2,000 tons annually for American Samoa—pbut as indicated the role of copra 
in the economy of the areas is of vital significance. It is true that with elimina- 
tion of the tax and repeal of the provisions under which the tax proceeds are re 
turned to Guam and American Samoa, those areas will lose a source of revenue, 
However, as already stated, Guam presently receives little revenue from this 
source since it exports virtually no copra, and this Department considers that 
it is more important that the market for Samoan copra be expanded than that the 
tax be retained and proceeds from it be deposited in the Samoan treasury. It 
therefore strongly urges that the 3-cent processing tax be eliminated. 

H. R. 6292 would reenact subsection (2) of section 2470 (a) of the Internal 
Revenue Code in its present form. That subsection imposes an additional tax 
of 2 cents per pound, to be paid by the processor, on the first domestic processing 
of coconut oil, but exempts from the additional tax coconut oil which is the pro- 
duction of the Philippines or of any possession of the United States or was 
produced wholly from materials the growth or production of the Philippines or a 
United States possession. Thus coconut oil from Guam and American Samoa, as 
well as coconut oil from the Philippines. is now exempt from the additional 2 
cents per pound tax. Coconut oil from the Trust Territory, however, is subject to 
the additional tax, just as is oil from foreign areas. Your attention is called to 
the fact that there is pending before your committee House Resolution 7188, a 
bill to provide that the additional tax imposed by section 2470 (a) (2) of the 
Internal Revenue Code shall not apply in respect of coconut oil produced in, or 
produced from materials grown in, the Territory of the Pacific Islands. This 
bill, which you introduced, is the product of conferences between this Department, 
the Department of State and the Department of the Treasury. As its title indi- 
cates, it would exempt the Trust Territory coconut oil from the additional 2 
cents per pound tax. Your committee held a hearing on H. R. 7188 on March 25, 
1952, at which it was agreed to report favorably on the bill. In view of that 
fact, it is suggested that H. R. 6292 be amended to reflect the change which would 
be made in section 2470 (a) (2) of the Internal Revenue Code if the favorable 
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action on H. R. 7188 recommended by your committee is taken by the Congress, 
This can be accomplished in either of two ways. For section 2470 (a) (2) as it 
appears on page 2, lines 5 through 24, and page 3, lines 1 through 4, of H. R. 6292, 
there can be substituted the section as it appears in H. R. 7188. If this course is 
pursued it would be desirable to delete from the amended text of section 2470 
(a) (2) as set forth in H. R. 7188 the phrase “(in addition to the tax imposed 
by the preceding paragraph)” and the word “additional” at each of the three 
places where it appears in that text, since the 2 cents per pound tax would cease 
to be an additional tax upon the abrogation of the 3 cents tax as proposed by 
H. R. 6292. Alternatively, if it is thought desirable not to incorporate into one 
bill both the repeal of the basic 3 cents per pound processing tax and the exemp- 
tion of Trust Territory coconut oil from the additional 2 cents per pound process- 
ing tax. H. R. 6292 may be amended by striking from the bill all reference to the 
additional processing tax imposed by subsection (2) of section 2470 (a). This 
can be accomplished by deleting the words “and (2)” from page 1, line 3 of the 
bill, inserting quotation marks after the word “processor” on page 2, line 4, and 
striking out the balance of page 2 and lines 1 to 4 inclusive of page 3. Since 
H. R. 6292 is not directed toward the additional tax and was drafted before H. R. 
7188 was introduced elimination of the language which merely reproduces exist- 
ing law on the additional tax wou!d do no violence to the objective of the bill. 

In either event, it is suggested that there be added a new section 3 as follows: 

“Sec. 3. The changes in existing law made by this Act shall be effective only 
after the day on which this Act is enacted.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
DaLe E. Dory, 
Assistant Secretary of the Interior. 





UNITED STATES TARIFF COMMISSION, 
Washington, D. C. May 1, 1952. 
Hon. Rosert L. DoucHTon, 
Chairman, Committee on Ways and Means, 
House of Representatives, 

DEAR Mr. DovcHtTon: In response to the request of February 28 from Mr. 
Charles W. Davis, clerk of the Committee on Ways and Means, I am sending 
you herewith four copies of a memorandum with reference to H. R. 6202, Eighty- 
second Congress, a bill to amend certain sections of chapter 21 of the Internal 
Revenue Code, and for other purposes. 

Sincerely yours, 
Oscar B. Ryper, Chairman. 


Report For THE COMMITTEE ON WAYS AND MEANS ON H. R. 6292, Etautry-Seconp 
ConGcress, A Birt To AMEND CERTAIN SECTIONS OF CHAPTER 21 OF THE INTERNAL 
REVENUE Cope, AND FOR OTHER PURPOSES 


H. R. 6292 provides for the removal of the processing tax of 3 cents per pound 
imposed on coconut oil under section 2470 (a) of the Internal Revenue Code. Pro- 
cessing taxes are imposed under section 2470 of the Internal Revenue Code on 
coconut oil, palm oil, palm-kernel oil, fatty acids derived from any of these oils, 
salts of any such oils or fatty acids, and on combinations and mixtures con- 
taining a substantial quantity of any one or more of such oils or fatty acids 
or salts. A tax of 3 cents per pound is imposed by section 2470 (a) (1) upon 
the first domestic processing of these products, and under section 2470 (a) (2) 
an additional tax of 2 cents per pound is imposed on the first domestic processing 
of coconut oil or combinations or mixtures containing a substantial quantity of 
coconut oil unless (A) the coconut oil is wholly the production of the Philippine 
Islands or any possession of the United States or (B) was produced wholly from 
miuterials the growth or production of the Philippine Islands or any possession 
of the United States.’ 

Section 2470 of the Internal Revenue Code is derived from section 60214 of 
the Revenue Act of 1954. The Revenue Act of 1934 imposed excise taxes on a 
large number of fats and oils. These were of two kinds: Those imposed upon im- 


*The two other exceptions specified in the act related to temporary conditions and no 
longer have significance. 
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portation and those imposed upon the first domestic processing. The former are 
referred to as import-excise taxes and the latter are known as processing taxes. 
Processing taxes were originally imposed upon coconut oil, palm-kernel oil, palm 
oil, sesame oil, and sunflower oil, but in 1936 the processing taxes on sesame oil 
and sunflower oil were changed to import-excise taxes. 

The processing taxes collected on coconut oil of Philippine origin were to be 
turned over to the Philippine Treasury. From the time of the levying of the 
processing taxes in 1934 to the granting of independence to the Philippines in 
1946 the proceeds from the processing tax on coconut oil derived from copra 
of Philippine origin (whether crushed in the Philippines or the United States) 
were remitted to the Philippine Treasury. Thereafter, the taxes so collected have 
been turned over to the general fund of the United States Treasury.. 

Excise taxes were originally imposed during a depression when domestic prices 
of fats and oils were low and when the United States was on an import basis 
with respect to fats and oils. These taxes were imposed for the protection of 
domestic producers of fats and oils and of dairy products—particularly butter. 
At that time coconut oil was used in large quantities in the production of marga- 
rine, and margarine in turn competed with butter. 

Since the original imposition of excise taxes on fats and oils, production of 
fats in the United States has increased greatly. While in the early thirties we 
imported almost a billion pounds more of fats than we exported, recently we 
have been exporting approximately a billion pounds more than we have im 
ported. Increases in domestic production were especially notable with respect 
to soybean oil, lard, and inedible tallows and greases, and these fats also pre- 
dominate in our fat and oil export trade. The unusually high level of United 
States exports are attributable in part to United States economic assistance to 
foreign countries, to the curtailment in production of certain fats and oils by 
other former producing countries, and to the larger United States production 
of fats and oils 

Coconut oil (as oil or copra) is imported in larger quantity than any other oil 
or fat. Margarine was formerly an important outlet in the United States for 
coconut oil. Now virtually no coconut oil is used in this country in the produc- 
tion of margarine. The principal use of coconut oil—from 50 to 75 percent of 
the total—in the United States is in the manufacture of soap to which it im- 
parts superior lathering properties. Coconut oil normally accounts for 20 to 
25 percent of the total oil ingredients in soaps, although the ratio of coconut 
oil (or other lauric-acid oils, principally palm-kernel and babassu oils) may 
vary within considerable limits. Some coconut oil is consumed in the manufac- 
ture of shortening but in this use the percentage must be kept low when the 
shortening is intended for frying. Considerable quantities of coconut oil are used 
in certain kinds of confectionery and bakery products to which lauric-acid oils 
impart properties which are not obtainable from other oils or fats. Coconut oil 
is also used in the production of synthetic detergents made from fats. Although 
this use takes a fair amount of coconut oil, the production of this type of synthetic 
detergent accounts for only a small part of the total output of synthetic deter- 
gents. Other uses for coconut oil are in the manufacture of synthetic rubber 
and of a number of other industrial products some of which are necessary in the 
defense effort. Coconut oil is now being stockpiled by the United States Gov- 
ernment for national defense, 

Because of the preference of 2 cents per pound in processing tax accorded 

coconut oil derived from Philippine copra, virtually all coconut oil consumed in 
the United States is either imported from the Philippines or is made in the 
United States from Philippine copra. Only negligible amounts of coconut oil 
enter from countries other than the Philippines, not only because of the processing 
tax preference accorded the Philippine product but also because of the 1-cent per 
pound tariff duty which applies to imports of non-Philippine coconut oil but not 
to Philippine coconut oil. Copra from all sources is free from both duty and excise 
tax. 
The Philippines have not benefitted in appreciable degree from the preferential 
tax treatment accorded their copra and coconut oil in the United States, inasmuch 
as they have not been able to obtain higher prices for them in the United States 
than in the other foreign markets and their total exports of them (in terms of 
copra) appear to have been little larger than they would have been in the absence 
of the United States preferences, Prior to 1951 the Philippines generally marketed 
in the United States almost all of the their exports of coconut oil and about two- 
thirds of their exports of copra; but in 1951 they sold only about one-half of 
their total exports of each in the United States. 
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The Philippines have thus far not made any effort to control their exports of 
copra and coconut oil with a view to charging higher prices for those sold in the 
United States than in other markets. It is doubtful, moreover, that they could 
have been successful in carrying out such a program, since the United States 
processing tax on palm-kernel oil (which is a similar lauric-acid oil and which 
comes entirely from other sources) has been the same as that on coconut oil 
derived from Philippine copra. Had the Philippines raised the price of the copra 
they sold in the United States above the world price, they would have encouraged 
increased United States imports of palm kernals and would thus have reduced 
their sales of copra and coconut oil in the United States and increased their sales 
in other markets. Such Philippine action would also have operated to promote 
increased imports of babassu oil and kernels (babassu oil, which is tax-free, is 
also a lauric-acid oil with the same over-all characteristics as coconut oil; it 
comes entirely from Brazil). 

Virtually the whole United States consumption of lauric-acid oils is supplied 
by coconut, babassu and palm-kernel oils, as shown in table 1. These oils are 
fully interchangeable in virtually all uses and sell at approximately the same 
price. 


TABLE 1 Principal lauric-acid oils; United States imports, including raw 


materials in terms of oil, 1953-39 and 1946-51 
/ 
{In millions of pounds) 
La 
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Source: [mports of oi's and raw materials from the U. 8S. Department of Con 


At present, there is very little consumption of lauric-acid oils in uses for 
which non-lauric-acid oils are technically as suitable. Because the price of 
tallow in recent years has been from 6% to 12% cents per pound below that 
of lauric-acid oils, most soap manufacturers have not used as high a proportion 
of lauric-acid oils as they would have if the price disparity had been negligible. 
Only a very substantial decline in the present spread of about 6% cents per 
pound between the prices of tallow and lauric-acid oils would be likely to result 
in an appreciable increase in the ratio of lauric-acid oils to the domestic fats 
and oils used in soap. In the production of certain types of confections and 
bakery products, the lauric-acid oils are preferred and hence are used even 
though they are higher priced than some domestie edible oils. In the production 
of certain industrial products, lauric-acid oils are used because no domestic oil 
is suitable. 

There are some uses for which the lauric-acid oils are technically as suitable 
as certain domestic oils, but they do not enter into such uses in appreciable 
quantity in part because they are higher priced. For example, refined coconut 
oil has been about 2 cents per pound higher than refined soybean oil in New 
York in recent months. If lauric-acid oils were no higher priced, the United 
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States consumption of them would presumably be somewhat greater. Many 
producers of margarine and cooking compounds, however, probably would con- 
tinue to use soybean oil in preference to the lauric-acid oils even if the latter 
were cheaper. 

In the manufacture of margarine the lauric-acid oils are no longer preferred 
on technical grounds over other oils. Refined cottonseed oil, which in recent 
months has been quoted at 3% cents per pound more than refined coconut oil, 
is now the preferred oil used in margarine. 

Some of the effects that would result from enacting the proposed legislation 
are readily determinable but others are not. The most certain result would 
be the loss of revenue to the United States Government. The proceeds of the 
processing taxes on coconut oil derived from Philippine copra have averaged 
approximately 17 million dollars annually during the past 5 years (1947-51). 
It is doubtful that the abolition of the processing tax on coconut oil made from 
Philippine copra would result in increased revenue from tariff duties or process- 
ing taxes on coconut oil derived from non-Philippine copra or on any other 
foreign-derived oils. The receipts from processing taxes on palm-kernel oil 
would in fact decline. 

A second certain effect of enacting the proposed legislation would be to in- 
crease the preferential treatment accorded a major Philippine product in the 
United States. Under present rates of import duties and processing taxes, 
some of the lauric-acid oils consumed’ in the United States are supplied by palm- 
kernel oil and babassu oil. Under the proposed legislation, it is doubtful that 
any palm-kernel oil, or much babassu oil, would be consumed in the United 
States. Palm-kernel oil is derived from palm kernels imported (as oil or kernels) 
principally from the United Kingdom and the Belgian Congo; and babassu oil 
from kernels obtained from Brazil. 

The effect which enactment of the proposed legislation would have on the prices 
of coconut oil and other foreign and domestic oils consumed in the United States 
is more difficult to foresee. Conceivably the Philippine Government might estab- 
lish or sanction a marketing organization in the Philippines for the purpose of 
charging higher prices for copra and coconut oil shipped to the United States 
than to other destinations. Such an organization could, coincident with the 
removal of the 3-cent processing tax, raise the prices of exports of coconut oil 
and copra to the United States by as much as 2 cents per pound * on the oil and 
an equivalent amount on the copra. The beneficiary of the “recaptured” revenue 
(amounting to 2 cents per pound or less) could be either the Philippine Govern- 
ment or the Philippine coconut industry, depending upon the purpose for which 
the Philippine marketing organization was organized. If the price of coconut 
oil in the United States declined by no more than 1 cent per pound coincident 
with the removal of the 3-cent-per-pound processing tax on Philippine coconut 
oil, it is doubtful that the consumption of such coconut oil in the United States 
would increase appreciably more than the consumption of palm-kernel oil and 
babassu oil would decrease. Under present conditions the competition between 
the foreign lauriec-acid oils and the domestic non-lauric-acid oils would therefore 
not be affected in any appreciable measure. 

If the Philippines did not attempt to control exports of copra and coconut oil, 
the price of coconut oil in the United States—if the proposed legislation were 
enacted—would decline and the price in other world markets would increase, so 
that prices would be approximately the same, instead of about 3 cents per pound 
apart as at present. The probability is that the world price would rise less 
than the United States price would decline. If the price of Philippine coconut 
oil in the United States declined as much as, say, 2 cents per pound coincident 
with enactment of the proposed legislation, the following effects could be expected : 

(1) The United States consumption of coconut oil derived from Philippine 
copra would increase somewhat more but not greatly more than consumption 
of palm-kernel and babassu oils would decrease 

(2) The ratio of the total consumption of coconut oil and other lauric-acid oils 
in soap to the consumption of all other oils in soap (principally tallow and 
greases) would increase only slightly. 

(3) The consumption of tallow and greates would not likely increase in any 
appreciable degree nor would the competitive position of soap be appreciably 
changed in relation to that of synthetic detergents. Although a reduction in the 





21f the Philippine-derived coconut ofl were priced in the United States more than 2 cents 
per pound above the world price, the United States would import copra from non-Philippine 
sources, since the processing tax on the oil derived from it would be subject to a processing 
tax of only 2 cents per pound, 
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price of coconut oil would presumably result in a reduction in the price of soap, 
it would also presumably result in increased use of coconut oil in synthetic 
detergents and in a reduction of the price of such detergents. 

(4) Most of the increase in consumption of coconut oil beyond the level neces- 
sary to offset the reduced consumption of other lauric-acid oils in soap would 
be in the edible uses for which domestic oils are now used. Of these, soybean 
oil would probably feel the greatest competition from coconut oil, but such 
increase in competition even for this oil would not be severe. 

In summary it appears that the principal effects of the removal of the proc- 
essing tax on coconut oil derived from Philippine copra would be (1) loss to 
the United States Treasury of about $17 million annually in processing taxes 
on coconut oil and an additional small sum in processing taxes on palm-kernel 
oil: (2) virtual displacement of palm-kernel oil and partial or complete dis- 
placement of babassu oil by coconut oil derived from Philippine copra; (3) little 
effect on consumption of soap as compared with that of synthetic detergents ; 
(4) little effect on the consumption of domestic tallow and greases in inedible 
products and little effect on the price of such fats; and (5) a slight depressing 
effect on the price and consumption of some domestic oils used for edible purposes, 


notably soybean oil 


TREASURY DEPARTMENT, 
Washington. ipril 30, 1952. 


Hon. Rorertr L. Doucur: 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My Drar Mr. CHAIRMAN: Further reference is made to the letter dated 
January $1, 1952, from Mr. Charles W. Davis, clerk of your committee, with 
which were transmitted for report two copies of bill Hl. R. 6292, a bill to amend 
certain sections of chapter 21 of the Internal Revenue Code, and for other 
purposes 

Section 1 of the bill would (@) amend paragraph (1) of section 2470 (a) of 
the Internal Revenue Code so as to eliminate from the tax imposed by that 
paragraph the first domestic processing of coconut oil, and (0) amend paragraph 
(2) of section 2470 (a) by eliminating the parenthetical reference “(in addition 
to the tax imposed by the preceding paragraph).” Section 2 of the bill would 
repeal section 2483 of the code 

Paragraph (1) of section 2470 (a) of the code imposes a tax of 3 cents per 
pound on the first domestic processing of certain vegetable oils, including coconut 
oil. Paragraph (2) of section 2470 (a) imposes a tax, in addition to the tax 
of 3 cents imposed under paragraph (1) of such section, of cents per pound 
on the first domestic processing of coconut oil Hlowever,. the additional tax of 
2 cents a pound imposed by paragraph (2) of section 2470 (a) does not apply 
to the processing of coconut oil if such oil is wholly the production of the Philip- 
pine Islands or any possession of the United States Accordingly, under the 
present section 2470 (a) the processing of coconut oil coming from the Philippine 
Islands or any possession of the United States is subject only to the 3-cent tax 
under paragraph (1), whereas coconut oil coming from all other areas is subject 
to both the 3-cent tax under paragraph (1) and the additional tax of 2 cents 
under paragraph (2) of section 2470 (a) Section 2483 of the code provides 
that all taxes collected with respect to coconut oil wholly the production of Guam 
or American Samoa shall be held as separate funds and paid to the treasury of 
Guam or American Samoa, respectively 

The effect of the proposed amendment would be to completely eliminate the 
tax on the first domestic processing of coconut oil if the source of such oil is the 
Philippine Islands or any possession of the United States and to reduce the tax 
from 5 cents to 2 cents on the first domesti« processing of coconut oil coming 
from sources other than the Philippine Islands or any possession of the United 
States. In addition, because of the complete elimination of the tax on coconut 
oil which is the production of Guam and American Samoa, the bill will repeal 
section 2483, which requires that any taxes collected from such coconut oil be 
held as separate funds and paid to the treasury of Guam or American Samoa, 
respectively 

For the information of the committee, the collection of this tax presents no 
burdensome administrative difficulties. The records of the Department disclose 
that for the fiscal years 1950 and 1951 the taxes collected on the first domestic 
processing of coconut oil which is of the production of the Philippine Islands 


and possessions of the United States, including American Samoa and Guam, 
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amounted to $14,014,677.70 and $18,229,856.58, respectively. On the processing 
of coconut oil which is of the production of foreign countries (other than the 
Philippine Islands), the taxes collected for the same fiscal years amounted to 
$1,502,842.70 and $220,224.09, respectively. 

It is the understanding of this Department that, although this tax is legally 
an internal-revenue processing tax, its economic effect is identical to that of a 
customs duty since substantially no coconut oil is derived from the United States. 
If the committee takes action as a matter of policy to reduce the processing 
tax, this Department wishes to renew its previous recommendation, made in 
connection with customs-simplification legislation, that this tax be converted 
into an import tax by providing for the fixing of an equivalent import tax on 
coconut oil and on copra from which coconut oil is derived. This recommenda- 
tion was adopted by your committee in H. R. 5505, entitled “Customs Simpli- 
fication Act of 1951.” 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Very truly yours, 
Tuomas J. Lyncu, 
Acting Secretary of the Treasury. 


DEPARTMENT OF STATE, 
Washington, March 28, 1952. 
Hon. R. L. Doveuron, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

My Dear Mr. Doveuton: The Department refers to Mr. Davis’ letter of 
January 31, 1952, transmitting for its comment H. R. 6292, a bill to amend certain 
sections of chapter 21 of the Internal Revenue Code. 

This bill would have the effect of removing the 3-cents-per-pound processing 

tax on coconut oil imposed under paragraph (a) (1) of section 2470 of the 
Internal Revenue Code, and applicable to the first domestic processing in the 
United States of oil derived from copra of any origin (whether imported as oil 
or pressed from imported copra). The bill would not have the effect of re- 
moving the 2-cents-per-pound processing tax imposed under paragraph (a) (2) 
of section 2470 of the Internal Revenue Code, and applicable to coconut oil 
which is not wholly the production of any possession of the United States or the 
Philippines, or oil which is not expressed from copra wholly grown in any pos- 
session of the United States or the Philippines. This bill would, therefore, con- 
tinue in effect the 2-cents-per-pound tax preference for Philippine coconut oil 
(whether the production of the Philippines or pressed in the United States from 
Philippine copra) which was provided in the Philippine Trade Act (Public Law 
1, 79th Cong.). 
The major copra-producing area of the world stretches from the Trust Terri- 
tory of the Pacific Islands through the Philippines and into Ceylon and India. 
In this area millions of people are dependent on the coconut industry for their 
livelihood. The price at which coconut products are disposed of in the United 
States and other world markets is reflected in the economic well-being of these 
people and the balance-of-payments position of their countries. The interest 
which this bill has engendered among the coconut-producing countries of the 
world is a measure of the importance which they attach to the removal of this 
tax. 

Two Far East countries (the Republics of the Philippines and Indonesia) in 
particular are greatly interested in the removal of the tax. According to informa- 
tion from the American Embassy in Manila, H. R. 6292 has received much atten- 
tion in the Philippine press and in congressional circles. For example, on 
February 27, 1952, the foreign affairs committee of the Philippine House of 
Representatives reported out a proposed concurrent reselution favoring the 
passage of H. R. 6292. On March 4, 1952, the Department received a note from 
the Philippine Embassy in which it was stated that President Quirino had in- 
structed the Embassy to make known to this Government his personal interest in 
the question of the elimination of the 3-cents-per-pound processing tax on coconut 
oil, pointing out his concern over the danger which confronts a wide segment of 
the Philippine population who are dependent upon the coconut industry, and 
whose livelihood is threatened by recent typhoons, inability to eradicate the 
“cadang-cadang” pest in coconut plantations, and the burden of this tax. A copy 
of this note is transmitted herewith, together with an earlier note of February 5, 
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1952, which sets forth in considerably more detail the arguments of the Philip- 
pine Government for the removal of this tax. In summation of the Philippine 
Government’s position in favor of the removal of the tax, as set forth in the Feb- 
ruary 5th note, the following arguments are noted: 

1. About 30 percent of the Philippine population (6 million people) depend for 
their livelihood on the coconut industry. Since independence, coconut products 
have constituted the No. 1 export item. Income derived from these products 
accounts for 35 to 74 percent of the total value of Philippine exports and has 
enabled the Philippines to import foodstuffs, clothing, machinery, and equipment, 
so vital to the physical rehabilitation of its people and to the restoration of their 
war-torn economy. 

2. The protective purpose of the imposition of the 3-cent tax on coconut oil is 
no longer necessary (1) because coconut oil has ceased to be utilized in edible 
fields, particularly in the manufacture of oleomargarine, and (2) because the 
United States is now a net exporter of fats and oils, whereas the United States 
was a net importer at the time the tax was imposed. 

3. The continued imposition of the tax is adversely affecting the soap industry 
as well as the complementary domestic fats which are used with coconut oil 
in the manufacture of soap. 

1. This tax discriminates against coconut oil in favor of tax-free babassu oil. 

5. The discontinuance of the remission of the tax to the Philippine Govern- 
ment since the granting of Philippine independence on July 4, 1946, has placed 
a heavy burden upon the Philippine economy at a time when the Philippines 
is exerting its utmost to improve internal conditions in the face of subversive 
activities by dissident elements. 

6. The objective of H. R. 6292 conforms with the principle of equality in the 
treatment of internal taxes embodied both in the General Agreement on Tariffs 
and Trade and in the Philippine Trade Act of 1946. (Although the repeal of 
this tax is consistent with principles of the general agreement, the Department 
does not consider the tax to violate any commitment to the Philippines.) 

7. Removal of this burden upon the Philippine economy is in harmony with 
the global policy which the United States Government has pursued in helping 
friendly nations to improve their social and economic conditions so that they 
can better resist the inroads of communism. 

The Indonesian Government, on the behalf of some 8 million of its people who 
are wholly or partly dependent upon the coconut industry, has also made known 
its views in support of the removal of this tax. A copy of a note of February 25, 
1952, from the Indonesian Embassy on this subject is transmitted herewith. 
The reasons which prompt the Indonesian Government to urge the removal of 
this tax are similar to those set forth in the communication from the Philippine 
Government and summarized above. The following additional arguments, how- 
ever, are made: 

1. The processing taxes on coconut and other oils are held to have had a de- 
pressing effect upon world prices of fats and oils as well as on the prices of 
fats and oils within the United States. While the Indonesian Government is 
aware of the faet that a repeal of the 3-cents-per-pound processing tax will most 
likely not result in Indonesian copra or coconut oil being purchased in the United 
States for consumption (since the Philippine products are protected by a prefer- 
ential processing tax of 2 cents per pound), the removal of the 3-cents-per-pound 
processing tax is expected to increase the world price of copra with results 
beneficial to Indonesian copra and exports of competing United States fats 
and oils 

2. The repeal of the 3-cents-per-pound processing tax on palm oil and palm- 
kernel oil, which is also assessed under section 2470 (a) (1) of the Internal 
Revenue Code, is also requested. 

In addition to the significance which the foregoing Governments attach to the 
removal of this tax the Department wishes to point out that this tax is also 
applicable to oil derived from copra from the Trust Territory of the Pacific Islands 
for which the United States, as administering authority, is committed to promote 
the economic advancement and self-sufficiency of the inhabitants. 

On the basis of the importance of copra and coconut oil to the economy of the 
Trust Territory of the Pacific Islands and the economies of the countries of 
southeast Asia, the contribution which removal of this tax can make toward 
improving the relatively low standard of living of a large part of the population in 
this part of the world, and its consistency with the economic policy of the United 
States to reduce unnecessary trade restrictions, the Department supports the 


amendment to chapter 21 of the Internal Revenue Code as set forth in H. R. 6292. 
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The removal of the 3-cents-per-pound processing tax on coconut oil and not on 
palm oil and palm-kernel oil may be alleged by suppliers of palm oil and palm- 
kernel oil to result in inequalities. Accordingly, the Department would have no 
objection to the removal of the processing tax on these two additional oils. In 
this connection the Department notes imports of palm oil and palm-kernel oil 
are relatively insignificant in comparison with imports of coconut oil. Also, 
imports of palm oil for certain industrial uses, accounting for most palm oil 
imports in recent years, are exempted from the 5-cents-per-pound processing tax. 

The Department has been informed by the Bureau of the Budget that there is 

no objection to the submission of this report. 
Sincerely yours, 

Jack K. McFALL, 
Assistant Secretary 
(For the Secretary of State). 

FEBRUARY 5, 1952. 
His Excellency DEAN ACHESON, 
Secretary of State. 

EXcELLENCY : I have the honor to refer to bill, H. R. 6292, introduced in the 
House of Representatives on January 29, 1952, to amend certain sections of 
chapter 21 of the Internal Revenue Code, and other purposes. It is proposed 
under this bill to amend specifically section 2470 (a) (1) and (2) and to repeal 
section 2483 of the Internal Revenue Code 

The Philippine Government is particularly interested in the proposed amend- 
ment to section 2470 (a) (1) and (2) which would have the effect of reducing 
the 5-cent tax on coconut oil from all sources to 2 cents per pound, eliminating 
thereby the 3-cent tax applicable to Philippine and foreign coconut oil processed 
in the United States, and maintaining the exemption from the 2-cent tax on the 
processing of coconut oil if it “(A) is wholly the production of the Philippine 
Islands or any possession of the United States, or (B) was produced wholly 
from materials the growth or production of the Philippine Islands or any pos- 
session of the United States, or (C) was brought into the United States on or 
before June 9, 1934, or produced from materials brought into the United States 
on or before June 9, 1934, or (D) was purchased under a bona fide contract 
entered into prior to April 26, 1934, or produced from materials purchased under 
a bona fide contract entered into prior to April 26, 1934.” 

As Your Excellency well knows, the Philippine Government has for the past 
18 years consistently petitioned the United States Government for the elimina- 
tion of the 3-cent processing tax on Philippine coconut oil because of the hard- 
ships the tax has caused the 6,000,000 Philippine coconut growers and laborers 
and their families, who depend upon the coconut industry for their livelihood 

The importan e of the coconut industry to the economy of the Philiy pines can 
be readily appreciated by a reference to trade figures. Prior to World War II, 
Philippine exports of coconut products, coconut oil, copra, desiccated coconut 
and copra meal represented over 25 percent of the total value of Philippine ex- 
ports and ranked second in value to sugar among Philippine export products. 
Since liberation and throughout the postwar years, coconut products have become 
the No. 1 item among Philippine exports, constituting from 35 to 74 percent of the 
total value of Philippine export products, as will be noted from the following 
trade statistics: 


TABLE I Value of Philippine exports of coconut products compared with total 
exports * 


{In millions of dollars 
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The coconut industry has thus provided the Filipino people with the needed 
dollar exchange, following liberation and in succeeding years, when the coun 
try, because of the slow recovery in the production of other basic export prod 
ucts, such as sugar, abacd, tobacco, and minerals, incurred yearly unfavorable 
trade balances. ‘The dollar resources derived from coconut products enabled 
the Philippines, in large measure, to pay for its imports of foodstuffs, flour, 
rice, clothing, fertilizers, machinery and equipment, all of which are so badly 
needed in the physical rehabilitation of the population and in the restoration 
of their homes, industries, and normal pursuits. 

It will also be noted from the following data that the record production and 
exportation of copra and coconut oil were achieved in 1947 and 1948, when the 
world shortage of fats and oils following the war was at its worst and at a time 
when the price of copra was at its peak in the postwar period. 


TABLE 2.—Philippine copra and coconut oil erports* 
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The Philippines is the world’s biggest producer of coconut products, and 
the foregoing figures clearly show that, given the incentive of a reasonable return, 
Philippine coconut growers could increase their production, as they did produce 
in 1947 twice their prewar production, and meet the requirements of the 
United States and the rest of the world 

Che foregoing figures further demonstrate that the percentage of Philippine 
exports of copra and coconut oil destined for the United States decreased from 
69 and 96 percent, respectively, in the prewar years of 1935-39 to 49 and 54 
percent, respectively, in 1951 rhis is an indication of the diminishing demand 
for copra and coconut oil in the United States due to (1) increasing competition 
of synthetic detergents and (2) lower prices paid to producers of copra in the 
Philippines. 

With respect to the competition of synthetic detergents, it is significant that 
while the consumption of soap per person in the United States averaged 29 pounds 
in 1947 and that of synthetic detergents only 3 pounds in that year, soap 
consumption in this country decreased to 22 pounds per person in 1950, when 
that of synthetic detergents increased to 8 pounds per person in the same 


In regard to prices, the average price of copra in Manila reached the record 
of 11 cents per pound in 1948, and decreased to a low of 6 cents in July of 1951 
The price of coconut oil in the Pacific coast was 26 cents per pound in 1948, 
and 10 cents today Considering the fact that the 3-cent tax on coconut oil 
represents 33 percent of its price, the heavy burden of such a tax can be readily 
seen It has weakened the competitive position of coconut oil vis-a-vis syn 
thetie detergents, and has imposed hardships upon Philippine copra producers on 
int of the low prices they receive for. their product. Had there been no 
imposition of the 3-cent tax on coconut oil, Philippine coconut growers would 
have benefitted by a reasonable higher price for their copra and coconut oil, 
and at the same time, the demand for these products would have increased in 
the United States, since Philippine copra and coconut oil could have been offered 
to soap and industrial users in this country at relatively lower prices 
While the above figures (table 2) show that the quantities of copra and coconut 
oil exported to the United States were greater in the past 2 years of 1950 and 
1951 than those of the previous vears of 1948 and 1949, the quantities of copra 


and coconut oil actually consumed in the United States were less, indicating the 
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extensive stockpiling of this material since the outbreak of the Korean war. 
For instance, during the calendar year 1950, the imports of copra and coconut 
oil amounted to 726 million pounds in terms of oil, but the “domestic disap- 
pearance” for that year totaled only 537 million pounds, so some 189 million 
pounds must have gone to defense stockpiling. 

At the time the 3-cent processing tax was levied upon Philippine coconut 
oil in 1934, this country and the rest of the world were suffering from a serious 
depression, with the index of wholesale prices in the United States at around 
75 percent of the 1926 basic level. At that time and during the preceding years, 
a large portion of the coconut oil imported into this country went into edible 
uses, particularly in the manufacture of margarine in combination with other 
oils imported and/or produced in the United States. As the following data 
show, of the total quantities of various types of oils utilized in the manufacture 


of oleomargarine in the 5-year period, 1950-34, coconut oil constituted from 62 
to 75 percent: 


Tasle 3.—Coconut oil used in oleomargarine, 1930-34 


{In thousands of pounds] 
Ye rotal oils and) Coconut oil Percent of 
= | fats used used total oils 





1930 ‘ am 185, 066 62 
1931 . ‘ _ 155, 954 67 
1932... . aoa wine inh 127, 967 | 73 
> : . a cmntiondttichitanbeawanil 134, 430 | 75 
1934 . _ 140, 0&3 70 


Source: Annual Report of Commissioner of Internal Revenue 


During World War II, however, the War Food Administration prohibited the 
use of coconut oil in the manufacture of oleomargarine. During this period, 
oleomargarine manufacturers in the United States found new manufacturing 
techniques, whereby the use of coconut oil could be dispensed with, with the 
result that the fiscal year 1947, the small quantity of coconut oil still used has 
gradually been reduced to nothing, as the following figures demonstrates: 


TaBLe 4.—Coconut oil used in oleomargarine, 1942-51 


[In thousands of pounds] 


Total oils and Coconut oil | Percent of 





Year fats used used total oils 
1942 209, 924 24, 992 8 
1943 $46, 972 None None 
1044 404, 200 None None 
1945 498, 129 None None 
1046 $48, SR? Nome None 
1947 §23, 232 27, 150 5 
1048 23, 743 13, 22 2 
1049 A89. 741 Sup l 
1950 711, 172 None None 
1951 847, 000 None None 

Source: Annual Report of Commissioner of Internal Revenue 


Coconut oil is, therefore, completely eliminated from the only field of usage 
in which it offered in the past any noticeable competition to oils and fats pro- 
duced by American farmers. Today, the edible use of coconut is principally in 
the baking and confectionery industries, where it is employed for purposes for 
which domestic oils and fats cannot serve as substitutes. Such grounds as might 
have been valid in 1934 for claiming that coconut oil was competing with do- 
mestic oils and fats have lost their cogency, and if the 3-cent processing tax ever 
served a protective purpose in the past, such a purpose does not exist today. Its 
practical effect is to impose a heavy burden upon the most important industry 
of the Philippines, thereby impairing the national economy at a time when the 
country is exerting its utmost to ameliorate conditions in the face of armed 
Communist dissidence. The continued imposition of that burden serves as a 
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deterrent to the consumers in this country in expanding the use of coconut oil 
in the industrial field, where it is a necessary and indispensable material. 

It is likewise worthy of note that, while the United States was a net importer 
of fats and oils in 1934, it has, for the past 3 years, been a net exporter of these 
commodities. For instance, the United States exported in 1949 a total of 2,318 
million pounds and imported 1,088 million pounds, or a net credit balance of 
1,230 million pounds. In 1950, United States exports aggregated 2,081 million 
pounds, and its imports amounted to 1,249 million pounds, or a net credit balance 
of 832 million pounds. The following figures taken from the official reports of 
the United States Department of Agriculture show the change in the position 
of the United States from that of a net importer to that of a net exporter, leading 
all the countries of the world as producer and exporter of fats and oils: 


TABLE 5.—United States imports and exports of fats and oils 


[In millions of pounds] 


| 
| j Excess ¢ X- 
Year | Exports Imports | ports over 
| imports 
1930 . . 173 1, S83 —910 
1931 | SOx 1,720 —822 
932 ; 584 | 1, 313 —429 
1933... tied a ee ‘ - 877 i 1, 805 G28 
eee sieicneeiiitedine stunned 668 | 1,481 —S813 
1949 ‘ 2, 339 | 1,112 +1, 227 
1950 ngnabenn : 2, 105 1, 319 +786 
1951 (9 months) ! 1, 857 | 931 +926 


} Bureau of Census, U. 8S. Department of Commerce 


Source: Bureau of Agricultural Economics, U. 8. Department of Agriculture, for 1951. 


With the United States present position as a world’s supplier of fats and oils, 
protection for domestic producers of these products, through the imposition of the 
3-cent tax on coconut oil, has become unnecessary, especially when the fact is 
taken into consideration that coconut oil is almost exclusively used in fields 
such as the manufacture of soap, where domestic fats and oils are not in direct 
competition with coconut oil but are complementary to its use. On the other 
hand, further imposition of the tax is affecting seriously the soap industry in 
this country, which is facing increasing competition from synthetic detergents. 

In this connection, may I take this opportunity to invite the attention of Your 
Excellency to an obvious discrimination against Philippine coconut oil? I refer 
to the fact that babassu oil from Brazil, which has the same characteristics and, 
used as coconut oil, is not subject to excise tax, in accordance with the Brazilian 
reciprocal-trade agreement. Because of this special preference enjoyed by 
babassu oil, its use in the manufacture of soap and other industrial fields has 
been increasing, and I am informed that arrangements are being made for a 
more extensive production of babassu oil in Brazil. I must submit that the fact 
that Philippine coconut oil is burdened with the imposition of the 3-cent proces- 
sing tax, while babassu oil from Brazil is free from such a burden, is contrary 
to the principle of equality in internal taxes, expressively provided for in the 
Philippine Trade Act of 1946. 

Section 221 (a) (1) and (2) of the Philippine Trade Act of 1946 (art. LV, 
sec. 2 (a) and (b) of the executive agreement of July 4, 1946) provides: 

“(a) With respect to articles which are products of the Philippines coming 
into the United States, or with respect to articles manufactured in the United 
States wholly or in part from such articles, no internal tax shall be 

‘(1) collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of the United States, or 
collected or paid in any amount if the internal tax is not imposed with re- 
spect to such like articles; 

(2) collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of any other foreign coun- 
try, or collected or paid in any amount if the internal tax is not imposed 
with respect to such like articles.” 

In Your Excellency’s note of August 20, 1951, you referred to this difference 
between the tax treatment applicable to coconut oil and babassu oil, as follows: 
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“This difference in tax treatment in no way conflicts with the provisions of 
paragraph 2 (b) of article IV of the 1946 agreement on trade and related mat- 
ters between the United States and the Philippines because coconut oil and 
babassu oil are two completely different and readily distinguishable products 
for tax purposes. Consequently, they need not be considered as like articles 
within the meaning of paragraph 2 (b) of article IV, and the imposition of the 
tax on the former without imposing it on the latter is fully consistent with that 
paragraph.” 

I would wish, however, to invite the attention of Your kxcellency to that por- 
tion of the Analysis of the Customs Simplification Act of 1951, wherein tbe 
Tariff Commission made the following pertinent observations: 

“As a matter of principle, it is desirable that taxes for protective purposes 
should be levied at the customs frontier and that, once imported merchandise 
has passed the customs barrier, it should not be discriminated against as com- 
pared with merchandise of domestic production. This general rule of nondis- 
criminatory internal taxation for imports (national treatment) has been in- 
cluded in our commercial treaties and agreements for many years * * *, In 
its Summaries of Tariff Information the Tariff Commission points out that al- 
though the processing tax under section 2470 ‘is legally an internal tax, its eco- 
nomic effect is identical with that of a tariff duty, inasmuch as none of the 
articles to which it applies is derived from materials produced in the United 
States’” (hearings before the Ways and Means Committee on H. R. 1535, S2d 
Cong., Ist sess., p. 28). 

In the above-quoted observations, the Tariff Comission stated that “although 
the processing tax under section 2470 ‘is legally an internal tax, its economic 
effect is identical with that of a tariff duty’.” In other words, the 3-cent tax 
has been imposed “for protective purposes” for the protection of butter, cotton- 
seed oil, peanut oil, and other oils and fats produced in the United States which 
are “completely different and distinguishable products” from coconut oil. These 
domestic oils, having different characteristics from those of coconut oil, are 
utilized mostly in edible fields, such as in the manufacture of margarine, in 
which, as | have already pointed out, coconut oil has ceased to be an ingredient. 

Since the 3-cent tax on coconut oil is not applicable to babassu oil, the latter 
oil is therefore placed in the same protective position as the domestically pro- 
duced oils, although babassu oil is utilized for the same purposes as coconut oil 
is used. Coconut oil is thus discriminated against in favor of babassu oil in 
violation of the provisions of the Philippine Trade Act of 1946 and the executive 
agreement, if not literally, because of technical interpretation of the term “like 
articles,” at least in spirit, intent, and economic effect. 

Your Excellency further stated in your note of August 20, 1951, that “this 
difference in tax treatment arises from the Revenue Act of 1934. The reciprocal 
trade agreement between the United States and Brazil of February 2, 1935, 
merely bound the tax treatment on babassu oil then in effect.” According to 
the report of the United States internal revenue, no babassu oil was utilized in 
the manufacture of soap in 1934 and 1935, and only after the tax-free treat- 
ment of babassu oil was bound in the American-Brazilian agreement was babassu 
oil used in increasing quantities in the soup and other industries in competition 
With coconut oil and other oils. 

If babassu oil is accorded the free-tax treatment with respect to the 3-cent 
processing tax because babassu oil is noncompetitive with fats and oils produced 
in the United States, certainly coconut oil, which has the same characteristics 
and uses as babassu oil should be equally freed from the burden of the 3-cent tax. 

The principal use of coconut oil in the United States is in the manufacture of 
soap, where, because of the low molecular weight of its component fatty acids 
and its high saponification value, it contributes the desirable characteristics of 
free lathering, qualities not obtainable from domestic oils and fats. With approx- 
imately 25 percent coconut oil content, a bar of soap can be produced that is 
hard and yet readily soluble with the rich, copious lather characteristics that 
are particularly desirable in good quality laundry and toilet soaps. 

The most valuable byproduct of the soap industry is glycerine. Since it yields 
40 percent more glycerine per pound than any domestically produced oil or fat 
in the United States, coconut oil has a special importance as a souree of this 
vital material. Glycerine has a multiplicity of essential uses in industry in 
peacetime and in periods of emergency such as the present, when the needs of 
national defense are of paramount importance. 

Coconut oil is stockpiled in large volume by the Munitions Board for many 
important strategic needs. Most important of these is its use in incendiary 
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bombs such as Napalm. In addition, large quantities are stockpiled for the 
synthetic rubber program. Coconut oil is used in the production of plasticizers 
and in the manufacture of safety glass for airplanes, tanks, trucks, and auto- 
mobiles It is required for synthetic resins, which have many strategic uses. 
Coconut oil is also employed in the flotation process in the mining of materials 
such as potash; in the making of rubber substitutes such as hospital sheetings; 
in the manufacture of vulcanized rubber materials such as tires; and in the 
production of sulphonated higher alcohols which, in turn, are employed for 
important uses in the paper and pulp industries, in the manufacture of dyeing 
agents for textiles, in electroplating, and in insulating materials. Coconut oil 
is indeed one of the most useful products of the peacetime and defense industries 
of America Notwithstanding these facts, there are no exemptions from the 
payment of a 3-cent processing tax which would enable defense agencies to secure 
this vital product in greater volume and at lesS cost to the United States 
Government 

When the Seventy-ninth Congress voted to place section 506 of the Philippine 


Trade Act of 1946, providing for the termination of the remission of the processing 
tax to the Philippine Treasury, it placed a heavy burden upon the economy of the 
Philippines. Obvious nh consonance with the intent of Congress in rendering 
assistance to the Philippines and in harmony with the self-interest of the United 
States in the improvement of the social and economic conditions of the peoples 


of the free world, the 3-cent processing tax on Philippine coconut oil should 
have been removed simultaneously with the denial of the funds to the Philippines. 

Removal of the 5-cent processing tax on Philippine coconut oil could not 
only relieve our coconut growers of this burden, but would benefit both the 
Philippine coconut industry and the American consumers through expansion of 
the many industrial uses of coconut oil in this country particularly in the fields 
where synthetic detergents are utilized as substitutes. In the latter field, it is 
to be noted that approximately 20 percent of the market previously supplied 
by soap has been absorbed by synthetic detergents, thereby decreasing not only 
the quantity of coconut oil, but also the amount of tallow and other oils produced 
in the United State which otherwise would have been consumed in the 
manufacture of soap 

Since the proposed legislation in question seeks, in effect, the removal of the 
3-cent processing tax on coconut oil from all sources, far from violating the 
GATT agreements nas ih as its removal does not increase any existing pref- 
erences granted by the United States Government, H. R. 6292 would actually im- 
plement the principle already adopted by GATT for equality of treatment in 
internal tixes Article Ill of GATT provides that “internal taxes ’ ° . 
should not be applied to imported or domestic products so as to afford protec- 
tion to domestic production” and that “The products of the Territory of any con- 
tracting party imported into the Territory of any other contracting party shall 
not be subject, directly or indirectly, to internal taxes or other internal charges 
of any kind in excess of those applied, directly or indirectly, to like domestic 
products.” 

In summation, the position of my Government on the bill, H. R. 6292, may be 
state briefly as follows: 

1. That the coconut industry is the most important industry of the Philippines, 
upon which 6,000,000 or 30 percent of its population depend for their livelihood. 

2. That the income derived from the exportation of copra, coconut oil, and 
other products of the coconut tree has enabled the Philippines to pay for its 
imports of foodstuffs, clothing, machinery, and equipment, so vital in the physical 
rehabilitation of the population and in the restoration of their war-torn economy. 

5. That the protective purpose of the imposition of the 3-cent tax on coconut 
oil is no longer necessary because coconut oil has ceased to be utilized in edible 
fields, particularly in the manufacture of oleomargarine and in view of the 
change in status of the United States from that of a net importer to the position 
of a net exporter of fats and oils 

4. That continued imposition of the tax would seriously affect the soap and 
other industries which consume coconut oil, because of increasing competition 
by synthetic detergents and in view of the evident discrimination against coconut 
oil in favor of tax-free babassu oil 

5. That the discontinuance of the remission of the tax to the Philippine Gov- 
ernment since the granting of Philippine independence on July 4, 1946, has placed 
a heavy burden upon Philippine economy at a time when the Philippines is exert- 
ing its utmost to improve internal conditions in the face of subversive activities 
by dissident elements. 
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6. That the objective of H. R. 6292 conforms with the principle of equality 
in the treatment of internal taxes, embodied both in the GATT agreements and in 
the Philippine Trade Act of 1946 

7. That removal of this burden upon the Philippine economy is in harmony 
with the global policy which the United States Government has pursued in help- 
ing friendly nations to improve their social and economic conditions, so that 
they can better resist the inroads of communism. 

For the foregoing reasons, my Government strongly endorses and supports 
the enactment of H. R. 6292 into law by the United States Government. 

Realizing the far-reaching significance of this matter to our national economy 
and to the well-being of millions of our citizens, who are dependent for livelihood 
upon the coconut industry, on behalf of my Government, I respectfully solicit 
the support of Your Excellency for this legislation and request that our views 
be presented at the proper time to the appropriate committees of Congress, in 
the hope that H. R. 6292 will receive their favorable consideration. 

Accept, Excellency, the assurances of my distinguished consideration, 

Cartos P. RomULo, Ambassador. 


Marca 4, 1952. 
His Excellency DEAN ACHESON, 
Secretary of State. 

EXcELLENCY: I have the honor to refer to my note addressed to Your Excel- 
lency dated February 5, 1952, relative to bill H. R. 6292 introduced in the House 
of Representatives on January 29, 1952, which seeks to remove the 3-cent proc- 
essing tax on coconut oil imported into the United States from the Philippines 
by amending certain sections of chapter 21 of the Internal Revenue Code. 

In a radiogram just received from Manila I have been instructed by President 
Quirino to reiterate the request of my Government for the abolition of the coco- 
nut excise tax referred to above. In addition to the arguments adduced in my 
note of February 5, 1952, and in previous communications to the Department 
of State, President Quirino has directed me to bring to Your Excellency’s atten- 
tion the fact that the coconut industry in the Philippines has been affected dis- 
astrously by the several typhoons which occurred in recent months and further 
by the fact that the efforts of my Government and of private concerns to eradi- 
cate the “cadang-cadang” pest which has been ravaging the coconut plantations 
for many years have so far been fruitless. This latter topic was the subject of 
this Embassy’s note dated September 12, 1949, and of Your Excellency’s reply 
dated December 20, 1949. In the former the seriousness of the incidence of 
this plant disease and the possibility that it may if unchecked result in the dis 
location of the coconut industry in the Philippines, were stressed 

President Quirino’s interest in this question of the elimination of the 3-cent 
processing tax on coconut oil imported from the Philippines stems from his 
concern over the danger that the people living in the coconut regions of the 
Philippines whose livelihood depends upon the coconut industry may be deprived 
of the fruits of their labor during the next 3 years unless some relief is ex- 
tended to them such as is envisaged in connection with the proposed elimination 
of the 3-cent processing tax which has been a heavy burden to them for the 
last 18 years 

Apart from the relief the elimination of the processing tax would afford 
the Philippine coconut growers it would also improve the competitive position 
of coconut oil in this country and the local vegetable oil refining and soap 
industries 

I would be deeply grateful if Your Excellency could lend us your cooperation 
and support the proposed legislation which I believe would redound to the 
mutual advantage of our two countries. I would also appreciate it if Your 
Excellency could cause the views expressed in this note to be transmitted to 
the appropriate committee or committees of Congress for their consideration. 

Accept, Excellency, the renewed assurances of my distinguished consideration 

CARLOS P. ROMULO 


—_———_————_ 


The Ambassador of the Republic of Indonesia presents his compliments to the 
honorable, the Secretary of State, and has the honor to refer to H. R. 6292. in- 
troduced to the House of Representatives on January 29, 1952, in connection 
with a bill to amend certain sections of chapter 21 of the Internal Revenue Code. 
and for other purposes, 
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It is the understanding of the Government of the Republic of Indonesia that 
this bill has as its purpose the repeal of the $0.03 per pound processing tax on 
coconut oil, but maintains the preferential $0.02 per pound processing tax on 
coconut oil of non-Philippine origin as well as the processing tax on the other 
oils presently subjected to this levy. 

In connection with this bill, the Government of the Republic of Indonesia 
thinks it of importance to point out to the Government of the United States 
of America Indonesia's interest in this legislation and, furthermore, to express 
the hope that a complete repeal of the present processing taxes, not only on 
copra and coconut oil, but also on palm oil, palm kernels and palm-kernel oil 
will result from action taken by Congress during the current session. 

The commodities in which Indonesia is particularly interested are copra, coco- 
nut oil, palm oil, palm kernels, and palm-kernel oil. 


COPRA, COCONUT OLL 


Prewar (1986-41) Indonesia had an export surplus of copra of 430,000 tons 
annually. Among its export products, copra, according to value, took the third 
place. 

Presently copra again ranks third in importance amongst Indonesia’s export 
products. In 1951 Indonesia’s exports totaled approximately 465,000 tons at a 
value equivalent to approximately $121,053,000, against a total export value of 
about $1,180,000,000. 

The Ambassador of the Republic of Indonesia is aware that a repeal of the 
$0.03 per pound processing tax most likely will not result in Indonesian copra 
being purchased for United States consumption, since the Philippine product is 
protected by a differential processing tax of $0.02 per pound on coconut oil 
processed from non-Philippine copra. Still, the repeal of the $0.08 per pound 
United States levy on coconut oil can be expected to favorably affect the price of 
copra received by the Philippines for its exports to the United States. A higher 
price obtained for Philippine copra in the United States will accordingly affect 
the price of Philippine copra sold to other destinations (because the price level 
of Philippine copra is determined by the price obtained in the United States of 
America, as that country, for all practical purposes, takes more than half of the 
Philippine copra export) Consequently, Indonesian copra exported to those 
other destinations will equally benefit from a United States tax repeal. Each 
dollar-cent increase in the price of coconut oil (about equal to an $0.006 increase 
for copra) means an increase in the annual income of Indonesian copra growers 
or farmers to an amount approximately equivalent to $12 million (calculated 
over the total Indonesian copra production). 

It is, therefore, clear that the existence of these United States processing 
taxes has greatly impoverished and still is impoverishing countries producing 
copra (and other oils, or oil-bearing material, as will be explained further in this 
note): and it is exactly those countries whose standards of living still are so 
low that the United States of America has pledged itself to provide them with 
economic and technical aid in order to raise their far-beneath-normal standards 
of living, which are hurt most by these United States levies 

An increase in proceeds from copra will thus be extremely beneficial: 

Firstly: to the population of large areas in Indonesia, which are mainly. or to 
a considerable extent, dependent on the cultivation of copra. A larger prosperity 
in such regions will greatly favor their political and social stability Roughly s 
million people in Indonesia are wholly or partly dependent on the cultivation 
of copra 

Secondly: To the foreign-exchange income of Indonesia and to its foreign 
trade Increased foreign-exchange proceeds tend to promote imports Insofar 
as those proceeds are turned into consumer goods, thus enlarging the availability 
of such goods, they may bring about lower prices of these goods, which again 
may tend to lower the cost of living and consequently the cost of production. 
A lower cost of production will make Indonesia’s copra and other export com- 
modities more competitive in world markets, thus tending to increase or at least 
maintain the level of exports; as some of the Indonesian export products are 
about to, or have been eliminated from world markets because they have out- 
priced themselves from such markets owing to their high cost of production, you 
may see how important the problem of lowering the cost of production is to 
Indonesia. There also is the fact that a larger availability of consumer goods 
tends to bring about a larger production of export commodities which, again, 
increases Indonesia's foreign-exchange income and purchasing power abroad. 
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It has been mentioned earlier that a tax repeal would not enable Indonesia to 
sell its copra to the United States of America due to the existence of a $0.02 per 
pound preferential tax in favor of the Philippine product. However, it should be 
mentioned here that this preferential situation will cease to exist in 1974, so 
that Indonesian copra at that time can enter the United States of America on an 
equal basis with the Philippine product. 


PALM OIL, PALM KERNELS, PALM-KERNEL OIL 


Prewar (1936-41) Indonesia exported about 200,000 tons of palm oil, approxi- 
mately 60 percent of which went to the United States of America. Owing to the 
years of Japanese occupation and those of strife afterward, the production of 
palm oil—which is an estate product—received a very severe blow from which 
it only is recovering slowly. Production is now back to not even 50 percent of 
prewar. 1951 exports totaled about 75,000 tons at an export value approximately 
equivalent to $25,000,000. Very little of this production is presently finding its 
way to the United States of America (for stockpile purposes and the tin-plate 
industry only). It is hoped, however, that in the next few years the Indonesian 
palm-oil industry will have completely recovered and that palm oil will again 
be prominent among Indonesia’s export products (prewar, palm oil ranked fifth 
in importance among Indonesia’s export products). When this product has 
reestablished its former level of production, Indonesian producers must look tor 
market expansion and a repeal of the processing tax would facilitate the rewurn 
of Indonesia’s palm oil to the United States market. 

An increase in proceeds from palm oil exports—in case of repeal of the United 
States processing tax—-would prove extremely beneficial to 

(a) the 35 estates in Indonesia which are presently producing palm oil and 
to those which are not back in production, but which may again operate when the 
circumstances are more inducive to resumption of operations. Also many of 
the palm-oil estates have become marginal producers, and a higher price for 
their product may give them a new lease on life. 

(%) to laborers working on the palm-oil estates and in the factories. A larger 
income for the estate will undoubtedly reflect on the prosperity of its workers, 
or may prevent their release in such cases where an estate is about to be closed 
due to unprofitable production. Reopening of estates which are presently closed, 
will mean employment opportunity for many. 

(c) As in the case of coconut oil, higher proceeds from palm oil also mean an 
increased availability of foreign exchange, consequently, of import goods, which 
may reduce the cost of living and cost of production in Indonesia, thus stimulat- 
ing exports with all the aforementioned beneficial effects connected therewith 

If a large part of our palm oil finds its way to the United States of America, 
the availability of dollars to Indonesia will greatly increase, which is due to re- 
flect on the flow of exports from the United States of America to Indonesia. 

Prewar (1936-41) exports of palm kernels totaled 33,660 tons. Total 1951 
exports were approximately 18,000 tons at an amount equivalent to approximately 
$3,200,000 . 

It is realized that coconut oil, palm oil, and palm-kernel oil compete, to a 
certain and varied extent, with some of the United States domestic fats and 
oils; although in postwar years such competition has become much smaller and— 
in some cases—has entirely ceased to exist. 

It is the opinion of the Government of the Republic of Indonesia, however, 
that whatever competition there presently remains, it should give no cause to the 
United States to maintain its protection on the home product in the form of a 
processing tax on oils, This opinion is based on the following: 

Primo: Even in the vears immediately following the establishment of these 
processing taxes, the United States of America has more harmed than supported 
its economy by instituting those “protective” measures Establishment of these 
taxes meant that shippers of copra, coconut oil, edible palm oil, ete., to the 
United States of America received an approximately equivalent amount less for 
their export product and in connection with the importance of the United States 
market as an outlet for these commodities. their worid prices declined con- 
formably Consequently, all fats and oils competing with these commodities in 
world markets, were equally affected \mong these were lard and cottonseed 
oil exported by the United States of America: although the United States of 
America at the time when the processing taxes were established, was a net im- 
porter of fats and oils, it had a considerable export surplus of lard and cotton- 
seed oil (of the first commodity, about one-third of the United States production 
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was exported). Since the export surplus was considerable, the domestic price 
of these products experienced the influence of the lowered world price of those 
oils with which lard and cottonseed oil had to compete abroad, and the resulting 
trend reflected on prices of other domestic fats and oils 

Also, the United States of America—due to the fact that its competition abroad 
had become more difficult as a result of lowered prices—-was in many 
no longer able to maintain its high level of its fats and oils exports, 
much-needed markets abroad to competing commodities, for example whale oil 
(the whaling industry received a big boost when American lard, cottonseed oil, 
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far as its competitive qualities are concerned, comes in the same category as 
the Indonesian oils. It is the feeling of the Government of the Republic of 
Indonesia that such discrimination ought to be removed by repeal of the proc- 
essing tax. 

In conclusion, and summarizing the above, it may be said that the Republic of 
Indonesia is deeply interested in seeing the Congress of the United States of 
America taking favorable action with respect to repeal of the processing taxes 
on copra, coconut Oil, palm oil, palmkernels, and palmkerne! oil. 

Wasuinerton, D. C., February 25, 1952. 


DEPARTMENT OF STATE, 
Washington, April 9, 1952. 
Hon. R. L. DovucHron, 
Chairman, Committee on Wars and Means, 
House of Representatives. 

My Dear Mr. DovcHTon: The Department of State has received from the 
Belgian Embassy a note, dated March 11, 1952, concerned, in part, with H. R. 
6292, a bill providing for the removal of the 3 cents per pound processing tax on 
coconut oil. H. R. 6292, on which the Department has commented in a separate 
letter to your committee, would amend section 2470 (a) (1) and (2) of the 
Internal Revenue Code by removing coconut oil from the application of the 3- 
cent processing tax. The Belgian Government would be interested in seeing 
the proposed exemption extended to palm oil and palm-kernel oil, which, under 
this bill, would continue to be subject to the tax. Palm oil used in the manu- 
facture of iron or steel products, or in tin plate or terne plate, in accordance 
with section 2477 of the Internal Revenue Code, is not now subject to this proc- 
essing tax and, therefore, would not be affected either by H. R. 6292 or by the 
modification in which the Belgian Government is interested. 

The Department wishes to bring to the attention of your committee the follow- 
ing material from the Belgian note which is pertinent to consideration of the 
modification of section 2470 of the Internal Revenue Code. 

“Legislation now pending before the House Ways and Means Committee (H. R. 
6292) provides for the elimination of the processing taxes on copra and coconut 
oil. The Belgian Government is deeply interested in this proposed legislation, 
and would be especially interested in seeing palm oil and palm-kernel oil added 
to the oils under consideration. 

“Expressed or extracted palm oil and palm-kernel oil are on the free list of 
the Tariff Act of 1980 (19 U. S. C. see. 1201, par. 1732) and hence are not sub- 
ject to customs duty. The same is true of palm nuts and kernels (19 U. 8S. C. 
sec. 1201, par. 1727). However, the present tax, which is a tax on the first 
domestic processing, has the effect of an import tax or customs duty, since the 
oils can be made only from imported materials. 

“Both palm oil and palm-kernel oil are produced from materials which are not 
grown in the United States. Palm oil is produced from the pulp of the fruit from 
the Elacis palm tree; palm-kernel oil is produced from the kernel of the same 
fruit. Thus, the tax on the first processing of these oils affects only the exports of 
foreign countries to the United States. 

“The economy of the Belgian Congo is in large measure dependent on the 
palm-oil industry. In 1950 exports of palm oil, palm kernels, and palm-kernel oil 
totaled 25 percent of the tonnage and 15.75 percent of the value of all Belgian 
Congo exports. The importance to the Belgian Congo of the palm oil industry is 
shown by the fact that more than 350,000 acres are devoted to natural or culti- 
vated palm-tree plantations. The livelihood of a substantial proportion of the 
native population depends on employment in cultivating the palm tree and har- 
vesting the fruit, in plants producing the oil, and in the distribution and trans- 
portation of palm-oil products. In 1950 the Belgian Congo was the world’s second 
largest exporter of palm oil (143,000 tons). 

“Imports of palin oil are also of considerable importance to the United States 
economy. Palm oil is on the list of United States strategic and critical mate- 
rials and is being stockpiled. 

“Since the exports of palm and palm-kerne!l oils is critically important to the 
economy of the Belgian Congo, and since these oils, which must be imported, are 
important to the economy of the United States, the elimination of the processing 
tax on various oils levied under the Internal Reverue Code, section 2470, would 
seem to be mutually advantageous to the United States and to the areas which 
export these oils, such as the Belgian Congo, Indonesia, and others. 
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“The ad valorem equivalent of the prevailing 3-cents-per-pound processing 
tax on palm oil is approximately 30 percent at the current market price and 
effectively deters the use of imported palm oil for anything but the tax-exempt 
use in the manufacture of iron and steel products. The processing tax on palm 
oil and palm-kernel oil virtually prohibits their use in the manufacture of soap 
where, because of their special characteristics, they are not competitive with any 
domestic vegetable oils 

“The processing tax on the above oils was enacted in May 1934 at a time 
when circumstances differred greatly from those existing at the present time. 
At the time of the enactment of this legislation, the Congress sought to correct 
alleged inequities arising from processing taxes on various domestic and im- 
ported commodities such as hogs, corn, cotton, jute, wheat, and tobacco which 
had been put into effect the previous year. However, all these processing taxes 
originally enacted in 1933 were held unconstitutional by a decision of the United 
States Supreme Court on January 6, 1936, but the processing taxes on palm 
oil, palm-kernel oil and other imported oils still remain in effect although the 
main arguinent for their existence no longer exists. 

“The processing tax on palm oil and palm-kernel oi] was instituted at a time 
when the United States was a net importer of fats and oils 

At the present time, however, the position has been reversed and the United 
States is a net exporter of domestically produced fats and oils. In the world 
market, these are competitive with palm and palm-kernel oils from the Belgian 
Congo and other sources 

“The following table shows that Belgium is an important customer of United 


States producers of fats and oils 


United States exports of fats and oils to Belgium, 1950 
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One of the effects of the United States processing tax of > cents a poul d on 
ertain imported oils, including palm oil and palm-kernel oil from the Belgian 
Congo and other sources, has been to depress their prices. This, in turn, has 
directly resulted in depressing the price which United States farmers and proe- 
essors of oils and fats are able to obtain in foreign markets for the surplus 


which they have to export 


The processing tax on palm oil—approximately 30 percent ad valorem at to- 
day’s market value—presents an insurmountable obstacle which hinders the eco- 
nomic development of the Congolese industry Conversely, elimination or modi- 
fication of the United States processing tax would enable the Belgian Congo to 
sell an additional quantity of such oi!s in the dollar market Although such 


ncreased sale would constitute a very small amount compared to the total con- 
sumption of oils and fats in the United States, the ability to sell a greater quan- 
tity of palm oil and palm-kernel oil for dollars would greatly contribute to the 
strength and improvement of the over-all economy of the Belgian Congo. The 
productivity of the natives of the Belgian Congo would be materially increased 
by the greater export volume of palm oil and palm-kernel oil 

“The elimination of these taxes would also enable some of the undeveloped 
areas of the world to improve conditions through increased markets for their 
products 

“The present prohibitive processing taxes on imported oils would appear to 
run directly counter to the principles of United States policy which avow to do 
everything possible to enable foreign countries to acquire dollars by their own 
efforts through the sale of products in the United States.” 


> . * > * . > 
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“In summary, there appear to be sound reasons for the elimination of the pro- 
cessing taxes on palm and other imported oils: 

“(a) These imported oils are not produced in the United States and two of 
them, palm oil and coconut oil, are on the list of strategic and critical materials 
being stockpiled by the United States. 

“(b) Exports of these oils to the United States are of critical importance to 
the economy of several foreign areas, including the Belgian Congo and Indonesia. 

‘¢c) It would be in furtherance of established United States foreign policy to 
eliminate the processing tax on these imported oils in order to increase the dollar 
earnings of such foreign areas. 

“(d) The reasons for the imposition of processing taxes on imported oils under 
the Revenue Act of 1934 no longer exist. Moreover, the very validity of the 
processing taxes enacted in 1933, has been challenged in an adverse United States 
Supreme Court decision. 

‘(e) The effect of this processing tax has been to depress not only the prices 
for the oils on which it is imposed but also foreign market prices for American- 
peoduced oils 

‘(f) To the extent that 
exchange by the sale of palm and palm-kKernel oils for dollars, it can be expected 
jelgian Congo purchases from the United 


the Belgian Congo earns additional dollar foreign 


that there will be an increase in 
States 

“The Belgian Embassy would greatly appreciate any assistance the Depart- 
ment of State can give to the solution of this problem which is of the greatest im- 
portance to the economy of the Belgian Congo.” 

The State Department is pleased to transmit to the Congress the Belgian point 
of view on the extension of H. R,. 6292 to palm oil and palm-Kernel oil and 
believes that the Belgian suggestion merits sympathetic consideration by the 
committee 

Sincerely yours, 
JaAcK K. MCFALL, 
issistant NSecre tary 


(For the Secretary of State) 


DEPARTMENT OF STATE, 
Washington, June 25, 1952 
Hon. R. L. Dover , 
Chairman, Committee on Ways and Means, 
Hou se of Re prese ntaitves 

My Dear Mr. DovGHtTon: The Department of State has received from the 
British Embassy an aide-memoire, dated June 6, 1952, concerning the interest 
of the British Government in the subject of processing taxes on certain vegetable 
oils imposed by the United States. The Philippine, Indonesia, and Belgian 
Governments have already expressed their view on H. R, 6292, a bill providing 
for the ret oval of the 3-cent per pound processing tax on coconut oil The views 
of these Governments were presented to the committee in letters from this 
Department, dated March 28 and April 9, 1952. The Belgian Government ex- 
pressed interest in seeing the proposed exemption extended to palm oil and 
palm-kernel oil, which under the proposed bill would continue to be subject to 
the tax 

In its aide-memoire the British Embassy states that it is the desire of the 
British Government that some way be found to eliminate the taxes in question 
on vegetable oils, in particular, palm-kernel oil and palm oil and coconut oil, 
whether levied as processing or as import taxes. 

It is further stated by the British Government that the elimination of these 
taxes would be beneficial to the economic stability of Malaya In 1951 the whole 
of the exports of palm-kernel oil from Malaya were shipped to the United 
States This Department notes that imports of palm oil for certain industrial 
uses, accounting for most palm-oil imports in recent years, are exempted from 
the 3-cents per pound processing tax. 

The State Department is pleased to transmit to the Congres a copy of the 
British aide-memoire and believes that it merits sympathetic consideration of 
the committee 

Sincerely yours, 
Jack K. McFALtr, 
Assistant Secretary 
(For the Secretary of State). 
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BrITIsH EMBASSY, 
Washington, D. C., June 6, 1952. 


AIDE- MEMOIRE—PROCESSING TAXES ON VEGETABLE OILs 


1. In their aide-memoire of April 16 the Department of State replied to an aide- 
memoire of February 8 from Her Majesty’s Embassy on the subject of processing 
taxes imposed by United States law on certain vegetable oils; the Department 
explained that it had not been considered appropriate to provide in the customs 
simplification bill for the modification of the rates of these taxes on their con- 
version into import taxes or to provide in the bill that the taxes should become 
subject to reduction under section 350 of the Tariff Act of 1930 by virtue of the 
conversion. 

2. In taking note of this explanation Her Majesty’s Government wish to ex- 
press to the United States Government their hope that it will nevertheless be 
possible for some way to be found whereby the taxes in question on vegetable 
oils, in particular palm-kernel oil and paim oil and coconut oil, whether levied as 
processing or as import taxes, will be eliminated. 

3. Malaya has an immediate interest in the export of palm-kernel oil to the 
United States; for example, in 1951, the whole of the exports of palm-kernel oil 
from Malaya, amounting to 644 tons, went to the United States; the repeal of 
the processing tax on this commodity would, therefore, be valuable to Malaya. 
The United States Government will be aware of the urgent need for fostering 
the economic stability of Malaya. Her Majesty’s Government, recalling the 
assurances given by the United States Government at the final meeting of the 
negotiations for a trade agreement between the two Governments in 1938, to 
which reference was made in the aide-memoire of February 8, would be happy 
to see the elimination of the internal revenue taxes on imported vegetable oils. 





EMBASSY OF THE PHILIPPINES, 
Washington, June 2, 1952. 
Hon. Ronert L. Doventon, 
Chairman, Waus and Means Committee, 
House of Representatives, Washington, D. C. 

My Dear CoNGRESSMAN Doventon: I know how busy you are because of the 
many important measures pending before your committee, but I am constrained 
to again bring to your attention the great interest that my people have in the 
Havenner bill, H. R. 6292. This proposed legislation is of such vital importance 
to the Philippine Government and to the 6 million people dependent for livelihood 
upon the coconut industry in the Philippines that I am taking the liberty of 
requesting an early hearing on the measure. 

In this connection, I am enclosing a copy of the concurrent resolution adopted 
by the Philippine Congress expressing the sentiment of the Filipino people in 
favor of this legislation 

Since time is of the essence, I would be deeply grateful for any assistance you 
could render us in expediting the consideration of H. R. 6292 by your committee. 

Sincerely yours, 
CarLos P. RoMULO. 
fH. Ct. R. No. 92] 
Seconp CONGRESS OF THE REPUBLIC OF THE PHILIPPINES, THirp Session, Begun 
AND HELD IN THE CrTy OF MANILA ON Monpbay, TRE TWENTY-EIGHTH Day oF 
JANUARY, NINETEEN HUNDRED AND FIFTY-TWO 


[CONCURRENT RESOLUTION NO. 34] 

Concurrent resolution expressing the sentiment of the people of the Republic of the 
Philippines in favor of the bill introduced by Representative Frank Havenner in the 
United States House of Representatives seeking to repeal the processing tax of three 
cents per pound on Philippine coconut oil 


WHEREAS the processing tax of three cents per pound on coconut oil levied 
in the United States has been a heavy burden upon the Philippine coconut 
industry ; 

WHeEREAS the Philippine coconut industry depends largely upon the United 
States market, a condition brought about by the limited free trade relations 
between the United States and the Philippines pursuant to the Tariff Acts of 
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the United States and presently extended by the trade agreement between the 


two countries; 
Wuereas H. R. 6292 has been filed in the United States Congress for the repeal 
of said excise tax of three cents per pound on coconut oil by Congressman Franck 


Havenner of California; and 
WHEREAS the enactinent of the said bill repealing the excise tax on coconut 


oil will enhance the trade relations between the industrial interests of the United 
States and the Philippines which is the primary objective of the trade agreement 
between the two countries and further accelerate the economic rehabilitation 
of the Philippines : Now, therefore, be it 

Resolved by the House of Representatives of the Philippines, the Senate con- 
curring, To express the sentiment of the people of the Republic of the Philippines 
in favor of H. R. 6292, introduced by Representative Franck Havenner in the 
House of Representatives of the United States of America, seeking the repeal 
of the processing tax of three cents per pound on Philippine coconut oil; and 

Resolved further, That copy of this Resolution be sent to the President of the 
United States, the Presiding Officers of both Houses of the United States Con- 
gress and to Congressman Franck Havenner. 


Adopted. 
Camiro OsrAs, 


President of the Senate. 
EvuGENIO PEREZ, 
Speaker of the House of Representatives. 


rs 


Finally adopted by the Senate on April 23, 1952. 
TorIBio BEREZ, 


[SEAL] 
Secretary of the Senate. 


This Concurrent Resolution, which originated in the House of Representatives, 
was finally adopted by the same on April 29, 1952. 
Narctso BIMENTEL, Sr., 


[SEAL] 
Secretary of the House of Representatives. 


Mr. Coorrer. The first witness appearing on the calendar is Mr. 
Merrill Gay. Is Mr. Gay here? 


STATEMENT OF MERRILL GAY, ECONOMIC ADVISER TO THE ASSIST- 
ANT SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Gay. I am Mr. Gay; yes. 

Mr. Coorrer. Will you please give your name, your address, and the 
capacity in which you appear for the record ¢ 

Mr. Gay. My name is Merrill Gay, and I am economic adviser to the 
Assistant Secretary of State for Far Eastern Affairs. My address is 
Upland Terrace NW., Washington, D. C. 

Mr. Coorer. You may proceed, Mr. Gay. About how much time 
will you need for your statement, please, sir? 

Mr. Gay. I plan to make a very short statement, Mr. Chairman. 

Mr. Coorer. You may proceed. 

Mr. Gay. Mr. Allison, the Assistant Secretary of State for Far 
Eastern Affairs, attaches a good deal of importance to this bill, which 
the State Department fully supports, and had hoped and intended to 
appear here himself this morning. I am pinch hitting for him at the 
last minute, due to the impossibility of his being here. 

I want to speak briefly to the foreign-relations aspects of this pro- 
posed bill, and will confine my remarks to a very short statement of 
the importance which we attach to it from that point of view. 

I want to point out that this bill is the subject of intense govern- 
mental and popular interest in the Philippines and also in the Govern- 
ment of Indonesia, which has presented arguments for support of the 


bill. 7 
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The bill is also important to the Trust Territories of the Pacific 
Islands, for which the United States is the administrating authority. 

In the Philippines, the Philippine Congress, through a joint resolu- 
tion; President Quirino, through expression of personal interest ; and 
many Philippine municipalities through petition, have formally re- 
quested favorable action on H. R. 6292. 

The action which the United States Congress takes on this bill is 
being very closely watched in the Philippines and other parts of the 
Pacific. 

I would like to mention, Mr. Chairman, the letter which was ad- 
dressed to Mr. Doughton on March 28, from the Department, signed 
by Assistant Secretary McFall. Since it has been inserted in the 
record, I will not go over most of that letter, but I would like to refer 
to one or two points which were covered in it. 

It indicates that the major copra-producing area of the world 
stretches from the Trust Territory of the Pacific Islands through the 
Philippines and into Ceylon and India. In this area there are millions 
of people who are dependent on the coconut industry for their major 
source of livelihood. The price at which coconut oil and coconut prod- 
ucts are disposed of in the United States and other world markets is 
reflected in the economic well-being of these people and in the balance- 
of-payments position of their countries. 

The interest which this bill has engendered among the coconut- 
producing countries is a measure of the importance which they attach 
to the removal of the tax, as intended by the legislation under review. 

It is in regard to the Philippines, however, that I wish to address 
attention primarily, and it is in connection with the Philippines that 
we feel that the bill would have its greatest and most immediate effect. 

The Department of State, therefore, wishes to point out how H. R. 
2692 relates to and supports the aid program which the United States 
Government is implementing in the Philippines with congressionally 
appropriated funds. 

As you recall, to carry out this economic development program, ap- 
proximately $47 million of United States congressionally appropri- 
ated funds have already been authorized for the Philippines. The 
Mutual Security Act of 1953 would authorize the appropriation for 
next year of an additional $28 million in round numbers. 

Mr. Simpson. What was that last ¢ 

Mr. Gay. $28 million. 

Mr. Sroreson. I mean what figure was that ? 

Mr. Gay. The MSA authorization for 1953 

Now, the essential purpose of this entire program, stemming from 
the recommendations of the Bell Report of 1950, is to increase the 
productivity and the income of the Philippine economy. This in- 
creased income can be achieved only by strengthening the existing in- 
dustries or by developing new ones. It is within this framework, 
giving allowance for other consideration, that we feel H. R. 6292 
should also be considered. The copra industry is one of the largest 
single industries in the Philippines, and copra is the raw material 
from which coconut oil is processed. In a program to increase Philip- 
pine income, this industry warrants special attention. 

The bill under consideration would materially assist in accomplish- 
ing the objectives to which United States appropriated funds are now 
being directed. It would assist in providing additional income for 
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an industry which, in terms of value and in terms of number of per- 
sons employed, ranks, I believe, second only to rice in the Philippines. 

The copra industry accounts for about 40 percent of all Philippine 
earnings of foreign exchange and provides the source of income for 
about a third of the Philippine population. 

Yet this industry is far from stable, pricewise. The recent decline 
has reduced the price of copra exports more than 50 percent in the 
last year and a half. With decreased export of copra, the Philip- 
pines are again facing foreign exchange difficulties 

I might also add that there is a serious disease of the coconut tree 
from which the copra is produced, which is, at the present time, ad- 
versely affecting this industry in the Philippines and adding to their 
concern. 

Now, in making these statements about the difficulties in the Philip- 
pine copra industry and the fact that it is an unstable industry price- 
wise, I do not intend to create the implication that passage of this bill 
would, ipso facto, stabilize the industry. It would, however, be a 
factor which would tend to help under the circumstances. 

In conclusion, Mr. Chairman, I would say that the Department con- 
siders that the passage of this Havenner bill will directly work toward 
the accomplishment of our program of economic aid and development 
in the Philippines; it will furthermore be of assistance to the govern- 
ments of Indonesia and the trust territories. 

Mr. Coorer. Does that complete your statement, Mr. Gay ? 

Mr. Gay. That completes my statement, Mr. Chairman, yes. 

Mr. Coorer. Any questions? 

Mr. Camp, of Georgia, will inquire. 

Mr. Camp. Mr. Gay, 1 would like to state, before questioning you, 
that I have some knowledge of the copra industry in the Philippines, 
inasmuch as several of the pioneer planters were from my section of 
Georgia, who went there in 1900 and planted out these plantations. 
They prospered until World War IL began, although they paid this 
tax, which I think is3 centsa pound. That is right, is it not? 

Mr. Gay. That is right. 

Mr. Camp. They paid the tax, and yet they prospered. 

On two of the plantations that 1 have in mind, the Japanese and 
the rebels destroyed the machinery, the entire plant. Yet within 3 
years after the war, they went in there and gathered copra by hand 
and prospered enough to rebuild their plants. 

I do not think that it can be successfully proven that the copra in- 
dustry, when managed right, has been unprofitable in the Philippine 
Islands. 

Now, I understand that if the whole output is brought to this coun- 
try, it will have a most disastrous effect upon the vegetable-oil mar- 
ket in this country. 

Have you looked into that? 

Mr. Gay. As I said, Mr. Congressman, I had intended to discuss 
this bill primarily in terms of its implications on the achievement of 
our foreign-policy objectives. 

Mr. Camp. You have not made a study of the effect this bill would 
have on the vegetable-oil market in the United States, have you? 

Mr. Gay. I have relied on the study of the Tariff Commission, a 
copy of which I have, and a copy of which I believe has been given 
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to the committee, which analyzes the probable economic effect of the 
proposed legislation, Mr. Congressman. 

Mr. Camp. Could you tell us what the copra crop of the Philippines 
and Indonesia was in total last year? The total production last year ‘ 

Mr. Gay. In 1951, Mr. Congressman, the total production of the 
Philippines was about 1 million long tons. 

Mr. Camp. What was the part of that which came to the United 
States / 

Mr. Gay. Approximately 40 percent. 

Mr. Came. Now, if this tariff is removed, or if this tax is removed, 
W hat proportion do you think would come here / 

Mr. Gay. IT would think. Mr. Congressman, that removal of the tax 
would probably not make very much difference in the amount of 
Philippine copra which would come here. It might increase somewhat 
in relation to othe Imported oils and the price received by the 
Philippines might be slightly higher. 

Mr. Camp. Then it would not affect at all the other 60 percent of 
that crop which went to other countries, would it ¢ 

Mr. Gay. It might indirectly have some effect insofar as the removal 
of the tax would affect the price, not only in the United States but 
probably to some extent md l wouldn't hazard a wuess as to how 
much upon the world price, To that extent it might indirectly have 
a bearing upon the other 60 percent to which you refer, Mr. 
Congressman. 

Mr. Camper. Now, one of my friends out there that has a plantation 
told me that when the tax was put on in America he immediately 
then shipped his copra to British interests, where he did not have 
to pas the tax, and that it was more profitable for him to do it. That 
was his experience, I want to help those areas. There is no man 
mn Congress who ms more svmpathetic with them or who has coop 
erated any more that I have. 

But now, to abolis this tax, which has been in effect for many 
years W 1] certainty upturn the market for cottonseed 0 | and for SOV 
hean oil in this country. And I understand now that we have a 
bountiful supply of vegetable fats and oils produced in this country. 

Phat is the pre blem that l> Worrying ie, Of Course, I want all 
the information l ea vet on it, ana that is why | asked you those 
questions. 

Mr. Gay. I believe, Mr. Congressman, and I do not speak as an 
expert in fats and oils, that when this tax was imposed, in about 
1O34 

Mr. Camr. What vear! 

Mr. Gay. 1934—that coconut oil was used largely in the manufac- 
ture of margarine and did compete with some domestic oils. But in 
recent Vvears this onl used very slightly for that purpose if at all. 
and a large part of it is used in the manufacture of soap and other 
products, some of which are strategic, and it is also stockpiled, be 
cause of its significance in the production of certain. strategic 
commodities. 

Mr. Came. But there would be nothing to prevent them from going 
back to use coconut oil for any purpose for which it was suited, would 
there ? 
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Mr. Gay. I suppose, sir, that would be a question of price rela- 
tionship between the different oils. 

Mr. Camp. In other words, unless the other oils come down to meet 
the price of copra, then, of course, they would use copra. That is all. 

Mr. Coorer. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. I believe that I am in favor of this bill, Mr. Gay, but 
I am rather astonished at your testimony. You represent the State 
Department ¢ 

Mr. Gay. Yes, sir. 

Mr. Kean. And I am surprised that you come in here advocating 
a bill, with no real knowledge of what influence it will have on the 
economy of the United States. 

Does the State De :partment advocate any legislation that it believes 
will be best for foreign countries, and to hell with the industry in the 
United States? That is what I gather from your testimony. 

Mr. Gay. No, indeed, Mr. Chairman. I did not intend to convey that 
implication at all. 1 simply said that I was concentrating my remarks 
on the international aspects of the problem. 

Mr. Kran. When the State Department advocates something, do 
they not look into what effect it will have on the people of the United 
States, the workers of the United States? 

Mr. Gay. Yes, sir. I refer in that connection to the study of the 
Tariff Commission, which I referred to a few minutes ago, and which 
you have before you. The conclusions set forth m that study would 
not seem to indicate that there would be any serious damage done to 
United States interests. It is our feeling that the benefits to the people 
of the United States from the standpoint of our international relations, 
and the degree to which this legislation would improve the balance-of 
payments situation in the Philippines and thus directly abet our aid 
program, should be weighed along with the possible effects on the 
United States domestic economy, which, according to the Tariff Com- 
mission, would not be extensive. There would be a marginal effect. 
1 am relying on that statement of the Tariff Commission. I have 
certainly looked into that. 

Mr. Kean. You have given consideration, then, to what effect that 
would have on the domestic economy, sir / 

Mr. Gay. To that extent, sir 

Mr. Kean. Relying on testimony from the Tariff Commission and 
other departments ? 

Mr. Gay. Yes, sir. 

Mr. Kean. I have a telegram here from someone in Newark which 
Says: 

Request that tax not be repealed. Influx of coconut oil would influence surplus 
of tallow and drive tallow prices down 

Mr. Came. If you will yield there, Mr. Kean, it not only will increase 
the competition in tallow and suet, but if this price comes down low 
enough, this copra will go into edible fats. We have urged the farmers 
of the Middle West to plant these soybeans, and soybean oil and 
cottonseed oil are now being used for edible fats. If the price of copra 
comes down, coconut oil will be used in place of our domestic oils. The 

hilippine supply, while he says it is only 900,000 long tons, has been 
2 million long tons. That is the potential supply to American im 


porcel 
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Mr. Kran. Of course, I haven’t got any cotton farmers or soybean 
farmers in my district. 

Mr. Camr. You have customers of cottonseed oil and soybean oil 
that buy goods from your manufacturers. 

Mr. Simrson. Is it your argument in part that when you refer to the 
$47 million that we have appropriated to assist in the Philippines and 
$28 million for 1953—is it your argument in part that by adoption of 
this bill we will reduce the requirements for that 28 million ? 

Mr. Gay. I was not intending to make any precise statement as to 
the effect of this bill upon the need for future United States assistance, 
Mr. Congressman. | believe, however, that a change in the price of 
coconut oil of a cent a pound means in the neighborhood of $6 million 
added income to the Philippine economy. 

Mr. Simpson. Could you not prove from that that the amount of 
aid that Congress should give the Philippines would be reduced by 
$6 million, direct aid ? 

Mr. Gay. No, sir, Mr. Congressman. But I would submit that 
future requirements of aid would be influenced by the degree of eco- 
nomic prosperity in the Philippines and their ability to support 
ihemselves fully. 

Mr. Sturson. I must have the wrong impression. 

Is it not your argument that the passage of this bill would improve 
the economic conditions in the Philippines ? 

Mr. Gay. I would think, Mr. Chairman, that the effect of it would 
not be entirely immediate. It would take some time before any sub 
stantial effect would be felt. 

Mr. Simerson. Eventually, though, it would assist in the economic 
well-being of the Philippines? 

Mr. Gay. Yes, sir. 

Mr. Simpson. And at that time it would bring about a reduction in 
the requirements for direct assistance? Is that your point ? 

Mr. Gay. No; Iam not trying to make that point exactly, Mr. Con 
gressman, but it may have a bearing on future requirements. 

Mr. Stmpson. Do you mean, then, that it would be in addition to 
substantial economic grants, direct grants? I mean, why do you want 
this, from our standpoint ? 

Mr. Gay. I simply point out, Mr. Congressman, that this means of 
adding to the prosperity of the Philippine economy would be entirely 
consistent with the objectives which underly our aid program and 
should assist in achieving them. 

Mr. Simpson. All right. Now, your objective is to improve the 
economic well-being of the Philippines. Is that right? 

Mr. Gay. As to whether or not it would have any measurable effect 
on the amount of that assistance required later, I am not prepared 
to say. 

Mr. Simpson. Do you recognize that to the extent that $6 million 
assists the Philippines. it will to some degree affect the economic well- 
being here at home? Do vou not believe that? And thereby lay the 
burden upon those individuals who are injured ? 

In other words, instead of the burden being divided equally between 
all of the people in the country, through grants in aid, as, for example, 
this $28 million, it will be on the shoulders of those who may be 
unemployed by reason of this. 
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Mr. Gay. Insofar, Mr. Congressman, as it would have the effect 
of lowering the price of coconut oil which is used in soap, and conse- 
quently the price of those products which derive from this raw ma- 
terial, it would constitute a saving to the American consumer. 

Mr. Simpson. Yes, but if, as a matter of fact, you do replace soy 
bean oil or tallow or semething of that nature, then the people who 
now produce that article will be out of work. Do you follow me 
on that, or do you agree / 

Mr.Gay. As to the judgment on the impact on other oils, Mr. Con- 
gressman, I again refer to the tariff study and have nothing to add to 
that. 

Mr. Simpson. Certainly you can agree there is an impact somewhere 
on some individuals or some industries. My point is that we are 
transferring, through legislation of this type, what we now call 
direct economic aid, or what I call direct economic aid, dollarwise, a 
burden that is upon all of the taxpayers—we are transferring a part 
of that burden to particular groups of people, who, at the present time, 
use domestic production, which would be replaced by this copra. 

Now, I am not saying it is not a desirable thing to do, but 1 would 
like to know what the limits of the borrowing assistance or the State 
Department’s economic program with respect to the Philippines is, 
so that I might be able to conclude whether this, which might equal 
$6 million, would be in addition to very substantial grants, or whether 
it would properly be taken off that in the future. 

Mr. Gay. Mr. Congressman, I do not think I can say any more to 
that than I already have. I feel that any means by which the United 
States can, through its tax and tariff policy, strengthen the economy 
of aid receiving countries—— 

Mr. Simpson. I do not think you mean exactly what you said. You 
said any means by which we can strengthen the foreign countries 
economic circumstances you are for. You do not mean that: 

Mr. Gay. No, I didn’t say that, Mr. Congressman. I was saying 
that it would seem to me that any means by which we can aid a for- 
eign economy which we are supporting with economic assistance 
now, I am not saying that any means by which we can aid them is 
desirable, that does not follow—TI am simply saying that any tax ad- 
justment that does have the effect of improving their economy will 
have an influence upon the need for future United States economic 
assistance. Ido agree with you that it should tend to reduce the need 
for future United States appropriations, but by exactly how much I 
am not prepared to say. 

Mr. Simrson. What I would like to know basically is the extent 
to which the State Department is willing to go to increase the economic 
ability of the foreign nations; to what extent they are willing to go for 
that purpose, meaning by that what sacrifices or losses they will per- 
mit the economy here to undergo in order to accomplish that. I mean, 
are you willing to have unemployment in the tallow industry here ? 

Are you willing to have it on the farms, with respect to soybean oil? 
Or not ¢ 

Mr. Gay. Mr. Congressman, it seems to me that in appraising a 
proposal of this sort many factors have to be taken into account. 

There is the effect upon the foreign relations and the effect upon the 
domest ic economy. 
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I have said before to you what we feel to be the importance of this 
legislation from the standpoint of, particularly, the Philippines. We 
are of the opinion, on the basis of the Tariff Commission’s study, that 
the effect on the domestic economy would be relatively minor: one 
might almost say of marginal significance. On the basis of that 
understanding, or even if that were not the case, we feel that it is 
Important that the committee have before it the foreign policy imphi 
cations of the le ey rislation. That certainly should be weighed in coming 
to a final decision, sir. 

Mr. Smurson. All right. Keeping in mind that we can and have 
been giving direct financial assistance, the alternative mav be to con 
tinue that policy, or to open up our market to certain produ ts of that 
country. 

Now, if it is proved that by opening up our markets to certain 
products of that country we do. cause unemployment in areas here, 
would you sti ll favor the idea of opening our markets, as contrasted 
with di rect grants ot assistance ? 


ri Gay. Mr. Congressman, I would say this in answer to your 
que ion: That t h e Dep artment would be Pere: “Psee ly Trompe opening 
poser rb where it can e shown that there Is not likely to be Serrous 


adverse effect upon the (merican economy. 

Mr. Simpson. I assume you are talking about the over-all economy 
and not th 1e eco! omy VW th respect to the individual workin YMmAaAnN who 
is put out of a job. Is that right? Do you have that individual in 
that small factory i mind, or not? Or do you have the over all 
economy of the country in mind? 

Mr. Gay. Mr. Congressman, that is a very difficult question to 
answer precisely. It seems to me that I would have to say that we 
are made up of many individuals. We have to consider individuals, 
of course. But we have to consider the ereatest vood for the cvreatest 
number. 

In the process of adjustment. it mav be inevitable that some indi- 
viduals will be adversely affected. It has to bea srecens of evaluati ng 
the advantages against the disadvantages, sir. 

Mr. SIMPSON Th Ss committee has had many people from the De 
partment of State up here for a great many vears, and one of the 
thir rs that they have overemphasized, ] have alw iVs t! ought, was 
that certain of our i dustries which are small even in the volume of 
their work or number of emplovees are of a type that. the wavy I inter 
pret the State Departmet t. can be traded off: the glass industry, 
gloves, great numbers of those. It goes back to some thinking that 
used to be expressed by Mr. Wallace, as I interpret it. And T have 
never heard a basic explanation of how far the State Department 
would go in that. But it is a serious problem. For no matter how 
small the Industry is. the working man has made his life work in that 
industry, and he is tossed out on his back to help the over-all economic 
S tuation of some othe country. He does not lke it. 

Mr. Cray. I was groing to say that it Is a serious prob ile Mm. Mr. Con 
gressman, and as IT said, the adve rse effect upon the partir ular group 
of people or parti ulat group of industries has to 7s ey iluated In 
terms of the effect upon another group of people, or industry, or 
industries. 

Mr. M ASON, \s I understood the gentleman, in answer to vour in 
quiry as to the unemployment in certain small areas and the sacrifice 
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required in certain small areas if we open up our markets to foreign 
goods, his answer was that the consumer would benefit in lower prices. 

Now, then, under our system of subsidies and under this adminis- 
tration, that is impossible, because then we would have to subsidize 
these prices in order to keep them up. And there is a vicious circle 
that vou are creating there, which I think it is very foolish for us to do, 

Mr. Smurson. You mean, for example, like oil prices / 

Mr. Mason. Oil prices and all of that would have to be subsidized 
at the cost of the taxpayer. 

Mr. Srapson. That is all, Mr. Chairman. 

Mr. Byrnes. What is the revenue we are getting at the present time 
in this processing tax ¢ 

Mr. Gay. I believe. sir, it is in the neighborhood of $17 million. 

Mr. Byrnes. That is all. 

Mr. Gay. I might add that not all of that will be lost. Some of it 
comes from other oils. 

Mr. Byrnes. How much are we getting from this copra ? 

Mr. Gay. I don’t know precisely. We have not been able to get a 
complete breakdown. But a substantial part of it. I would think 
about 90 percent. 

Mr. Byrnes. The first immediate effect of this bill would be a reduc- 
tion in your Federal revenue of $17 million ¢ 

Mr. Gay. In that neighborhood, ves, sir. 

Mr. Byrnes. You say the secondary effect would be to improve the 
economy of the Philip pine stothee xtent of $6 million: is that correct ? 

Mr. Gay. No, I didn’t say that, sir. I said that an increase in the 
price of the oil would have an effect on the Philippine economy of 
increasing its foreign exchange earnings by about 86 million, for eve ry 
l cent per seston increase in the price. 

Mr. Byrnes. And that is what you anticipate happening? 

Mr. Gay. The presumption is that the price to the Philippines might 
rise perhaps a cent a pound. The remainder of the savings, of course, 
would go to the consumer. 

Mr. Byrnes. The other 2 cents? Is that what you mean? 

Mr. Gay. Yes—or whatever the differential turned out to be. 

Mr. Byrnes. And as far as the general consumers are concerned, 
they are the ones who are paying the $17 million throughout. 

Mr. Gay. Yes, sir. 

Mr. Byrnes. They are not going to come out very much ahead, are 
they, as far ’s the consumer operation is concerned, if that is what 
you are using to balance off the potential damage to a few against, as 
you say, the interests of the many? The many, I suppose, are the 
consumers. They are not going to end up very much ahead. 

Mr. Gay. It is not a substantial savings to the consumer. 

Mr. Byrnes. I do not see that they are going to get anything out of 
it. You are knocking off about $17 million of revenue to the Govern- 
ment, which is the same as saying that that is $17 million more that the 
consumers of the Country will have to pay in the general tax, and 1 
cent out of every 3 is going to go to the advantage of the Philippine 
interests involved. That is $6 million there. 

I just fail to see where you have anything for your consumer here 
in this country, as an argument for the bill. 

Regardless of whether the bill is good or bad, it is this matter of 
consumer benefit that I am directing this. 
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Mr. Gay. I was pointing out, Mr. Congressman, that it would sup- 
plement and be entirely consistent with our objectives under the aid 
program. 

Mr. Coorer. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Gay, could you tell me about how long it takes to 
bring these copra trees that prov ide the copra into bearing ¢ 

Mr. Gay. I think, Mr. Reed, about 5 to 6 years; for full bearing, I 
believe, 10 or 12 vears., 

Mr. Reep. Has the area that is suitable and adapted to the raising of 
these coconut trees been exhausted, or is there ovreat opportunity for 
expansion there / 

Mr. Gay. I believe. Mr. Congressman, that there is not too much 
latitude for expecting this industry to expand beyond its peak of L947 
and 1951. It is our hope that the aid program and such assistance 
AS would vo to the Ph lippines under the proposed legislation would 
assist them in develop hg other parts of their e onomy, in diversifica- 
tion. 

Mr. Reep. The nature of the situation being what it is, and investors 
looking Lo profits, wo ila t not be the most natul | thing 1th the world, 
if this was a profitable e} terprise, that they would expand that in- 
dustry over there, and in a period of years bring the competition w ith 
our fats and oils here and cottonseed o1l and these other oils that are 
being developed through various seeds to a much greater pomet ¢ 

Would it not tend to br hg about much strongel competition here / 

Mr. Gay. As was pointed out in the letter from Assistant Secretary 
MeFall, which I referred to, Mr. Congressman, the industry is not in 
a strong and stable position. The price has gone down about 50 per- 
cent in the last year. They have a disease of the coconut tree from 
which copra ts obtained. Apparently there is a good deal of room for 
strengthening of the industry. It is likely, however, that it will con- 
tinue to be an important Philippine industry; I have pointed out that 
it is and has been one of the most important Philippine industries. 

Mr. Ri ep. Well, the point l Wish to make is that whenever a com- 
pany finds it very profitable to get into our market, they immediately 
begin to take over all they can possibly get of the market. That would, 
I should think, be the same in the Philippine Islands. I can see what 
the lowering of the tariff here would do, that people would immedi- 
ately begin to set out large numbers of these trees, and at the end of 5 
years they would begin to have greater competition with our fats and 
oils people here. 

Mr. Gay. l don’t think if is possible to givea pre ise answer to vour 
question, Mr. Congressman, but I should think that if the objective of 
our aid programs Is ae hieved toa renso! ible degree, that is, the devel- 
opment of other industries inthe Philipp hes, 1t W ould tend to open up 
other avenues to investors and tend to stimulate furthe diversification, 
pel haps moving the trend away fr miso complete a concentration on 
rel itively few industi es, Which has been the case in the Phil ppines 
inthe past. It is hard tO sa j ist how much of the provement would 
go back into the industry. The industry now is in a bad way. 

Mr. Reep. The soybean industry is a very profitable in lustry to our 
people at the present time, and if vou beg in to encourage through this 
legislation vou are talking about the taking over of that market by 
foreign industries, It Is not always easy fora group of people to shift 
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tosomething else. Many times they have been in the field fora number 
of years, and it Is not easy for them to shift to something else. The 
old free trade argument is, “Let them go into something else.” That 
isa great deal like changing the laws of gravitation. 

Mr. Minus. Mr. Gay, have you had the opportunity to see the report 
filed by the United States Tariff Commission, dated April 50, Lor, 
with respect lo the bill before us ¢ 

Mr. Gay. Yes, sir. That is the report I referred to earlier. 

Mr. Mitas. I notice on page S of the report that the Tariff Commis 
sion points out two certain effects of the passage of this legislat lon. 

Of course, the first would be the loss of some S17 million of revenue 
annually to the Treasury. 

A second certain effect of enacting the proposed legislation would be 
to increase the preferential treatment accorded a mayor Philippine 
product in the United States. 

Does the possibility of preferent! il treatment being accorded to one 
country over another cause the State Department any concert 4 

Mr. Gay. The Philippine producers would still have a preference, 
Mr. (‘ongressnian. Arti le 4. paragraph 6, ol the trade nereement, 
based on the Philippine Trade Act of 1946 (Public Law 371, 79th 
Cong.), states that the United States will not reduce the preference 
prov ided in section 2470 of the Internal Revenue Code of the United 
States. That preference still would maintain, sir. 

Mr. Mitzs. That is true, but the report says that the effect would 
be to increase the preferential treatment. I understand it would 
accord preferential treatment, but the point made by the report is 
that we will now by enactment of this legislation increase the pref- 
erential treatment to a mayor Philippine product in the United 
States. We do have some concern, do we not, about preferent inl treat 
ment of products as between countries / 

Mr. Gay. That, Mr. Congressman, as I understand this paragraph, 
1S only a possible preferential shift in relation to certain other oils. 

Mr. Minus. That is true, but that shift may occur with respect to 
other Imported oils. 

Mr. Gay. Other imported oils, y ves. 

Mr. Mitts. That causes me some concern. as to whether or not it is 
advisable for us to increase a preference. We do import palm oils and 
others. 

Mr. Gay. I think the best answer I could give you to that, sir, is 
that the State Department would hot dlisapprove In any sense a re 
duction of the tax on those oils as well. There are minor oils. I be 
lieve, in our importation, very minor indeed. 

Mr. Minus. I notice farther down on the same page in the report, 
that the Tariff Commission says that the effect which enactment of 
the proposed legislation would have on coconut oils and other foreign 
and domestic oils in the United States is difficult to foresee, Then the 
Tariff Commission speculates upon what might hap pen. 

I pre sume that the State Department is in a position to know some 
vhat of tl ection that might be taken by the P hili Ippine (rovernme nt 
mn * hpetbcccr t of the re peal of this 3-cent tax. 

Do vou have any idea what the Philippine Government would do / 

Mr. Gay. So far as IT know, Mr. Congressman, we have no informa- 
tion as to what the Philippine Government would do in that ease, 
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Mr. Miss. If the Philippine Government should do as the Tariff 
Commission says they might conceivably do, that is, to sanction a 
marketing organization for the purpose of charging higher prices for 
coconut oil shipped to the United States and to other destinations, 
this would have no effect on the price mm the United States, if the 
3-cent tax is just added to the cost to us of the Philippine copra. 

Mr. Gay. In that case, Mr. Congressman, it seems to me the principal 
effect would be that part, at least, of this 5 cents would simply go back 
tothe Philippines as it did prior to their independence. As you know, 
prior to their independence, the revenue from this tax was turned back 
tothe Philippine Gove rnment, 

Mr. Muss. It went to the Government for governmental purposes. 
But as the Tariff Commission speculates here, under the arrangement 
of a marketing organization of that sort, the S17 million in revenue 
that we now receive might go not to the Philippine Government but 
to the Philippine coconut industry. There is that possibility, is there 


o 

Nha GrAY | we ad ti nk that is possible. But wall | retel to the 
position ot the madustry | made a eeneralizat on about the price. 
More specifically, it has fallen in the last 12 months in the Philippines 
from around 12 cents a pound to around 5 cents a pound. If t ev got 
all of the 5> cents, they would still be ina relat vely poor position, | 


am speaking now only of the Philippines, of course. 

Mr. Camp. Will vou vield there / 

Is it not a fact that the price of domestic oils has also dropped ac 
cordingly ¢ 

Mr. Gay. Yes, It NK SO, 

Mr. C AMP. I) nswer. awhile ago, to Mr. Reed's quest on, Vou ex 
pressed as your opinion that the Philippine plantings of coconut could 
not be enlarged. Are vou iware of the fact that pr 1 to the Japanese 
invasion the Philippine crop was in excess of 2 million long tons, and 
that those plant itions are still standing there, and that all the need 
todo to gather the copra ¢ The trees are still there. And farm after 
farm has been abandoned there, because of the invasion of Huks or 
rebels, and because of the Philippine policy of not allowing any of 
the profits made by domestic concerns to be taken from the slat as. 
And they have impounded the money. That is probably the reason 
that they do not produce as much now as they used to. \re you 
iware of those conditions, Mr. Gav / , 

Mr. Gay. Lam aware ina general w iv. Mr. Congressman. I was 
not aware that the situation was quite ax you have pictured it. You 


ohit 


Mr. Came. You knew that their production used to be in excess of 
2 million long tons, a d you not ¢ 
Mr. Gay. You may be right, sir. As to how much they could im- 


mediately recover W thout « hanging the planting, I have ho immediate 


may be quite rig 


information, sir. 
(Mr. Gray late! subm tted the following information for the rec- 


ord: ) 
According to the Pl ppine Bureau of Census and Statistics, Philippine copra 
production rea hed at time high of 998,140 metric tons of « opra in 1947 The 


highest prewar production had been 738,474 metric tons in 1940 


Mr. Camp. That is all. 
Mr. Cooper. Mr. Martin of Towa will inquire. 
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Mr. Martin. A moment ago in your discussion, I understood you 
to say that the importation as envisaged by the Tariff Commission 
would have a relatively minor effect on the United States economy. 

Mr. Gay. I would interpret the conclusions of the Tariff Commis- 
sion to indicate that it would not have any major effect. I suppose 
it depends on how one defines “major” and “minor,” sir. 

Mr. Martin. I want to know how you define it. I am curious as 
to that. 

Mr. Gay. The Tariff Commission report points out, on page 2, that 
the 
excise taxes were originally imposed during a depression when the domestic 
prices of fats and oils were low and when the United States was on an import 
basis with respect to fats and oils. These taxes were imposed for the protec- 
tion of domestic producers of fats and oils and of dairy products—particularly 
butter. 

At that time coconut oil was used in large quantities in the production of 
margarine, and margarine in turn competed with butter. 

Since the original imposition of excise taxes on fats and oils, production of 
fats in the United States has increased greatly. While in the early thirties we 
mported almost a billion pounds more of fats than we exported, recently we have 
been exporting approximately a billion pounds more than we have imported, 

I had that excerpt from the Tariff Commission report largely in 
mind when I made that statement, Mr. Congressman. 

Mr. Martin. I think it would be rather interesting to my end of 
the country to have that conclusion of yours go into the record. 1 
think they should know your point of view regarding the impact on 
our industry out in the agricultural areas. 

Do you know the condition of the fats and oils market in America 
today ¢ Our own domestic market in fats and oils? 

Mr. Gay. In a general way, sir. 

Mr. Marrix. What is the general condition of it ¢ 

Mr. Gay. The price has gone down considerably in the past year. 

Mr. Marri. It is on a marginal basis right now. Now, do you 
know the condition of the hog market in America today ¢ 

Mr. Gay. I am not an expert on that. 

Mr. Marrix. Would it mean anything to you if I told you that the 
corn hog ratio 1s below a profit margin basis in the hog raising areas 
of America today: that the hog market is somewhat influenced by the 
fats and oils market, lard being one of the important products of the 
hog industry; that more than half of our commercial corn is fed the 
hogs ? 

The soybean industry is not prospering now, and we are very de- 
pendent on soy bean pre x<lucers for the production of our protein feeds. 

The fats and oils market has a very real bearing on the health of 
the industry. Underneath all this well-being of Midwest agricul- 
ture, a very large factor is the fats and oils market. And it is in a 
deplorable condition right now. 

We have another industry out there, the rendering industry. From 
the standpoint of the slaughter houses and the livestock industry in 
general, it is a very, very important industry. And they are right 
on the ropes. All you have to do is read some of these telegrams that 
have come in here. You would know, if you had not heard before, 
something of the desperate situation confronting that industry, and 
how essential that industry is to the agricultural and livestock areas. 
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I just wanted to emphasize again your conclusion to Mr. Simpson. 
And I want the people of my district and my State to know that that 
is the view of the State Department as represented by you here to this 
committee, that the impact of this proposal is relatively minor on the 
American economy. 

Mr. Gay. Mr. Congressman, I think you impute to my statement 
more than was intended. I believe the opinion of experts is that the 
total exports to the United States would probably not be affected very 
much—the increase in imports of coconut oil would tend to be offset 
by a decrease in imports of other compet ing oils. 

Mr. Marti. Put it down on a marginal basis. though. and it does 
not take a large percentage to tip the balance against you seriously. 
It does not take a big percentage quantitatively speaking to have a 
tremendous Impact on the welfare of the whole. And that is where 
we stand in this industry in America right now. We are on a mar 
ginal basis. I do not think I need to lecture you very long about the 
corn-hog ratio, because I do not think you understand what I am 
driving at. 

Mr. Curtis. Mr. Gay, you referred to the opinion of the experts 
concerning the impact of this on our economy. Who are the experts 

Mr. Gay. I was referring, sir, to the Tariff Commission. 

Mr. Curtis. Any others ¢ 

Mr. Gay. No, sir. 

Mr. Curtis. Do you know who are the principal exporters of prod 


his act? Who are the princip il exporters 


ucts who would benefit by t 
in the Philippines ¢ 

Mr. Gay. Lam not sure that I understand precisely what you mean, 
Mr. Congressman. 

Mr. Curtis. Do you have any knowledge whether it is a few large 


exporters, 01 whether it is a number of small ones? 
Mr. Gay. I can undertake to get you specific information on that, 
Mr. Congressma}! However, as I stated earlier in my comments, ap- 


proximately a third of the Philippine population is affected by this 
industry. It would seem to follow that any possible benetits would 
not be concentrated. 

Mr. Curtts. And do vou know whether or not these « ompanies that 
do this exporting are financed by foreign capital, or Philippine 
cap tal? 

Mr. Gay. I will try to get vou that information, sir. 

Mr. Curtis. I think that is all. 

Mr. Cooper. If there are no further questions, we thank you for 
your appearance, Mr. Gay, and the information given the committee. 

Mr. Gay. Thank you, Mr. Chairman. 

(‘I he information refet red to above Is as follows :) 

Hon. R. L. Dx 


Chairman. Committee on Ways and Means, House of Representatives. 

My Dear Mr. Dov ( With reference to certain questions directed to Mr, 
Merrill C. Gay of this Department by Representative Carl I. Curtis, of Nebraska, 
during the hearings on June 24, 1952, before the Committee on Ways and Means, 
House of Representative on H. R. G22, the following statement is submitted 
for insertion into the record 

The coconut industry in the Philippines is based on the cultivation of coconut 
palms by peasant proprietors, by peasants on a share-tenantry basis, and by 
estates. For the most part, however, the industry is based on small enterprise 


with groves consisting of plots of less than 10 acres, large plantations being 
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comparatively few According to prewar information plantations in excess of 
1,000 acres accounted in the aggregate for less than 1 percent of the total acreage 
devoted to coconuts It is believed that this situation still prevails. 

Small planters usually market their copra through local middlemen who sell 
to, or are agents for, larger dealers and who maintain purchasing stations in all 
producing areas. Copra purchased in these collection centers is shipped to the 
provincial collection center where it is classified into various grades by the next 
buyer From there the copra is taken to crushing or export centers such as 
Manila and Cebu 

Coconut oil is the main product sought from the coconut. Major producers of 
the oil in the Philippines are the Philippine Manufacturing Co., Philippine Re- 
fining Co., and Colgate Palmolive Philippines. In addition to these large pro- 
ducers who are primarily supplying oil for export there are a number of smaller 
plants, mainly catering to the domestic trade. Although current data are not 
available total prewar investments in coconut oil mills in the Philippines was 
estimated at approximately $12 million, 45 percent of which represented United 
States investments. Additional data on investments of United States firms in 
this industry are expected to be available when the Department of Commerce 


completes the census of American direct investments abroad, on which it is now 


working 

exports of copra in the form of coconut oil, however, account for less than 
15 percent of Philippine copra exports, the bulk of Philippine coconut products 
moving primarily in the form of copra. This trade is handled by a great many 
firms \ list of coconut oil and copra manufacturers, including dealers and 
exporters furnished to the Department by the Philippine Embassy, is attached 
for the information of the committee. The symbols appearing after each firm 
indicate which are Philippine, Philippine-American, or American. 

Sincerely yours, 
Ben H. Brown, Jr., 
icting Assistant Secretary 
(For the Acting Secretary of State.) 


List oF PHILIPPINE Coconut OIL AND CopraA MANUFACTURERS, DEALERS, AND 
EXPORTERS 


(Key: Philippine firms, F; American firms, A; Philippine-American firms, 


F/A; Philippine-Chinese firms, F/C.) 


Aboitiz & Co., Ine., Cebu City " 
Atkins, Kroll & Co., Ine., Port Area, Manila oa pat 
Benites & Co Ltd.), Manila , F 
Bognot, Fernandez, Rabino Co., Raon, Manila F 
Canlugang Sugar Estate, Ine., Manila KF 
Cathay + ¥ Inc., Manila K 
Central Vegetable Oil Manufacturing Co., Manila F/A 
Cargill, Inc., Binondo, Manila_.._-_- ; = aaa er Fr 
Colgate-Palmolive, Philippines 

Cooperative Coconut Products, Inc., Quiapo, Manila r 
Dreyfus & Co., Overseas, Ltd., Juan Luna, Manila F/A 
East Asiatic Co., Ltd., Juan Luna, Manila F/C 
Erquiaga, B. De Legaspi, Albay Fr 
Escudero & Co., Inc., Quiapo, Manila Kr 
El Dorado Trading Co., Manila A 
Elizalde & Co., Inc., Manila K 
Franklin Baker Co. of the Philippines, Escolta, Manila A 
Gallagher-Toftman (P. I.) Corp., Manila A 
General Commercial Co., Plaza Cervantes, Manila oy 
Glaiserman, Ine., J. M., Juan Luna, Manila F/A 
Gutierrez, Hermanos, Paco, Manila KF 
International Trading Co., Escolta, Manila I 
Lu Do & Lu Ym Corp., Cebu City K/C 
Luzon Oil Manufacturing, Inc., Binondo, Manila F 
Khu Yek Chionk, Manila F/C 
Madrigal & Co., Ine., Escolta, Manila K 
Menzi & Co., Inec., Manila F 
National Coconut Corp., The, Manila F 


Pacific Vegetable Oil Corp., Manila A 
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List oF PHILIPPINE Coconut Or AND COPRA MANUFACTURERS, (QFALERS, AND 
ExPortTers—Continued 

Peter Paul Philippine Corp., Port Area, Manila \ 
Paul & Smith, Inc., Manila A 
Philippine Associated Import & Export Co., Manila Fr 
Philippine Net & Braid Manufacturing Co., Inc., Aguilar, Manila : F 
Philippine Products Export Co., Manila K 
Philippine Manufacturing Co. (Procter & Gamble) | 
Philippine Refining Co., li Lever Bros.), Maco, Manila Kr 
Qua Chee Gan, Manila F/C 
Roesling (Philippines), I R. J., Juan Luna, Manila 

Salivia, Delfina, Escolta . io 
San Pablo Oil Factory, Inc., San Pablo City K 
Samson, C. M., Manila KF 
Siv & Co., Inc., Arsenio, Manila F/C 
Spencer, Kelley & Sans A 
Trans-Continental Trading Co., Manila h 
Western Export Co., Manila F/A 
Wise & Co., Inc., Manila \ 
Yaras & Co., Inc., Mani A 
Yek Hua Trading Corp., Manila F/C 
Yu Chu & Co., San Nicolas, Manila F/C 
Yu Yek Huy & Co., Manila F/C 
Zamboanga Copra Procurement Corp., Zamboanga City i 
Zuelig, Nic., F. C., Manila A 


Mr. Coorver. Next on the calendar is Hon. Franck R. Havenner. 


Mr. Havenner, of coprse we know vou very pleasar tly as our col- 


league in the House. We would appreciate it if you would give your 


name and address and the capacity in which you appear, for the 
record. 


STATEMENT OF HON. FRANCK R. HAVENNER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Havenner. I am Franck R. Havenner, Member of Congress, 
nuthor of the bill, H. R O92. 

Mr. Chairman and members of the committee, I introduced this bill 
it the inst ce OL re esentatives of the Pacific coast copra and Coco- 


nut oil indu ry ! t winter these gentlemen called mem San 
I) co and infor | me that the industry was confronted by a 
very serious pro i result of this tax. They stated that ship- 
ment of Ph ppl copra to the United States were at that time 
less th half of the total quantity available, whereas pn usly more 
than 90 percent of the total Philippine supply had been received in this 
country. Th vil e of the Philippine raw material was tast vear 


y to Kurope and other foreign destinations, where the oil industry 
vas not subject tosuchatax. The loss of this raw material, according 
to my informants, had adversely affected not only the American oil 


mills but alse ill of 1 steamship lines operating In the Pacihi area, 
be e co} the largest single item available to our ocean carriers 
rn thy istbound trans Pac fic service. 

ference with the vegetable-oil manufacturers. I have 
received numet letters from the manager of the San Francisco 
( mber of Commerce, Mr. G@. L. Fox, advising me that the chamber 
tally interested the passage of my bill. The San Francisco 

irea has the ereatest « neentration of copra mills in the country. 
ih e aiso rece d communications from officials of the United 


( t! Workers, ¢ IO, representing the employees of the vegetable 
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oil industry jn various sections of this country, stating that there is a 
serious unemployment problem in the industry as a result of declining 
copra imports, and that a large percentage of the copr: a-crushing facil- 
ities on both the east and west coasts of the United States have been 
shut down. 

The union officials have endorsed the provisions of this bill and have 
urgently requested that hearings on the bill be held at the earliest 
possible moment. They are represented here today. 

1 would like to say, Mr. Chariman, that I appreciated the courtesy 
of the committee in granting us this opportunity to be heard. 

We requested representatives of the oil industry to come here to 
testify to you today, and they have come from great distances. 

We have one witness, a San Francisco businessman, who flew in from 
London to attend this hearing which you have granted today. We 
have others who have come here from California and from various 
other sections of the country. I hope that the committee will be kind 
enough to grant them the permission to be heard. 

It was my intention, as the author of the bill, merely to make a brief 
introductory statement, and then call on these gentlemen representing 
the industry, who would be qualified to give you expert testimony on 
the quest ions that have been asked here. 

Frankly, I am acting merely as a representative of my constituents 
as the author of this bill. 

I was notified, just before the opening of the meeting this morning, 
that the State Department had requested the committee to grant per- 
mission to it to be heard, and had reque ‘sted to be heard first, and of 
course I was asked whether we had any objec tion, and as the author 
of the bill I said I would be glad to accord them that courtesy. But I 
do hope that the committee ‘will grant the witnesses representing the 
industry, who are qualified to talk about the economic effects on their 
industry and to discuss the corollary effects on other American indus- 
tries as experts, full opportunity to be heard. 

[ want to say, Mr. Chairman, that during my 12 years of member- 
ship in Congress, it has been my experience that when I introduced 
a bill which aroused important opposition I invariably received 
prompt and emphatic protests from the opponents of the measure. 

In this instance, and I have remarked on it several times, and re- 
marked on it to the members of this committee, I have received not a 
single letter in opposition to this bill, which was introduced months 
ago, and | have heard, of my own ears, ho opposition until last 
evening, When a representative of an independent meat-packers asso- 
ciation called me on the phone and said they were opposed to it. 

I said, “I am sorry you did not let me know about it before, because 
I would have been glad to discuss your arguments against the bill with 
you. 

Mr. Chairman, if I may, I would like to yield.the floor now to rep- 
resentatives of the industry, who can give you expert information. 

Mr. Coorrr. Does that complete your statement ¢ 

Mr. Havenner. That completes my statement. 

Mr. Coorrer. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srarrson. Just one question. 

Mr. Havenner, if this bill should benefit the Philippines, certainly 
I do not want to put words in your month but you would anticipate 
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that to the extent it benefits the Philippines, it would lessen the need 
for direct monetary aid to that country, would you not? 

Mr. Havenner. Well, I would express the hope that eventually it 
might do so, Mr. Chairman: yes. 

Mr. Stwpson. Because I understood that the gentleman W 
ceded you does not give any hope that even with this benefiting the 
Philippines it would lessen the need for direct financial help. And 
I am puzzled about the State Department’s foreign policy in that 
connection, 

Mr. Havenner. I have not discussed this matter with the State 
Department except to call up their le islative representative once or 
twice and ask if they were going to be able to make a report in time 
to enable us to have hearings here. I did not even know of their in- 
terest in the Philippines at the time they introduced this bill. I intro- 
duced it solely at the instance of my own constituents, who told me 
they were encountering economic problems as the result of this tax. 

Mr. Cooper. Any further question ¢ 

If not, we thank you for your appearance, Mr. Havenner. 

Mr. Havenner. Thank you. 

Mr. Coorer. The next witness will be Mr. Jasper Bell. 

Of course, we know you very pleasantly as our former colleague in 
the House, but for the benefit of the record, w il] you please give your 
name, address, and the capacity in which you appear? 


ho pre- 


(r 
e 


STATEMENT OF C. JASPER BELL, THE NATIONAL INSTITUTE OF OIL 
SEED PRODUCTS, KANSAS CITY, MO. 


Mr. Bett. Thank you, Mr. Chairman. My name is C. Jasper Bell, 
Kansas City, Mo. I! appear on behalf of the National Institute of 
Oil Seed Products. The National Institute of Oil Seed Products is 
composed principally of copra crushers. 

As Mr. Havenner has said, they are located principally on the west 
coast although there are some of them on the east coast. 

I have here a prepared statement, which I had planned to read to 
the committee at least in part. However, I know from what our dis- 
tinguished chairman said that time is of the essence here, and In an 
eftlort to save time, I would like to discuss this thing informally, with- 
out my memorandum, for a few moments. 

I particularly would like to answer some of the questions that were 
propounded first by my distinguished friend from Georgia, and latec 
by the distinguished ventleman from lowa, Mr. Martin. 

Mr. Coorer. Without objection, you may include your prepared 
statement in the record, Mr. Bel ¢ ana then make COmMuUuneNLS as you see 
proper. 

(The statement referred to follows:) 





STATEMENT OF C. JASPER BELL ON BEHALF OF THE NATIONAL INSTITUTE OF OIL SEED 
PRODUCTS, SAN FRANCISCO, CALI 


Mr. Chairman and gentlemen of the committee, I appear on behalf of the Na- 
tional Institute of Oil Seed Products which is composed principally of copra 


crushers. These crushers are located mainly on the east and west coasts, with 
the largest concentration in the State of California. The copra which my clients 
crush is imported from the Philippine Islands. The remarks which | make there- 


fore will concern equally the weltare of the copra crushers and the producers of 
the raw material in the Philippines. 
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My clients are urging the approval and passage of H. R. 6292 because it pro- 
vides for the repeal of the 3-cent-per-pound processing tax levied on the first 
domestic processing of cononut oil by section 2470 of the Internal Revenue Code 
The 3-cent processing tax provided for under section 2470 of the Internal Revenue 
Code applies to coconut oils of all origins coming into the United States. Para 
graph 2 of section 2470 of the Internal Revenue Code levies an additional 2-cent 
per-pound processing tax but provides that this tax does not apply to coconut oil 
originating in the Philippines or any possession of the United States. 

rhe purpose of the 2 cents differential in the processing tax is to confine imports 
of copra and coconut oils into the United States to imports from the Philippines 

purpose very ellectively. 


and United States possessions. It accomplishes this 
in 


This explains why copra, which my clients crusi, originates almost entirel) 
the Philippines except for the very small quantity which comes from United 
States possessions, such as American Samoa. Furthermore, since the Philippine 
Trade Act of 1946 provides that this tax must remain in effect until July 3, 
1974, it is apparent as to why the welfare of my clients and of the Philippine copra 
producers is completely interlocked. 

| S-cent processing tax which we are seeking to repeal was passed in 1934, 
revenue measure, but as a protective measure. It was intended to act 
In 1934 large quantities of coconut oil were used 
Coconut oil was thus a serious Competitor 


tiie’ 
het as au 
aus i sort of pl tective tal iff 
in the production of oleomargarine 
of cottonseed oil, soybean oil, and other domestic oils. This competition continued 
un World War II 

Karly n the war we found ourselves very short of coconut oil The 
principal copra-producing areas of the Orient were under control of our enemies 
| order to channel our short supplies into urgent defense uses, the Govern 
ment issued Food Distribution Order No. 43, prohibiting the use of coconut 
oil in the manufacture of oleomargarine The manufacturers of oleomargarine 
ot busy in their laboratories and new manufacturing techniques were discov 
ered They learned that they not only could get along without coconut oil in 
tl manufacture of their product but that a much better oleomargarine could 


rit* 


he made with domestic oils such as cottonseed and soybean oils 
FDO 43 was revoked on October 1, 1946 Thereafter for a short time small 
quantities of coconut oil were used in the manufacture of oleomargarine but 
t was soon discovered that the product made from domestic oils was much 


more salable The result was that the use of coconut oil in the manufacture 


! 


of oleomarcarine has been completely abandoned. Coconut oil will never again 


be a competitor of domestic oils in the manufacture of oleomargarine for the 


American market 

During the 18 years which have elapsed since the levying of the S-cent tax 
our whole economie situation has completely changed In fact, it has almost 
tself and the tax which was levied for the benefit of the farmers and 
dairy interests of America is today a load which is costing those same peopre 
rs The only other edible product in which coconut oil could 
to domestic oils and fats is vegetable shortening 
t extent 


! ersed| 


il ons of «deo 
offer noticenble competition 
loved in shortening manufacture to any import: 


It has never been ¢ 
| use of its tendency to froth and sputter when heated 

In the tive prewar vears, 1937 to 1941, according to the Bureau of Agricul 
f the United States Department of Agriculture, the coconut 
1.4 percent of the ingredients of vegetable shorten- 





tural Keonomies « 


nstituted on an average 
iT In 1850 it constituted only 1 percent Poday coconut oil is not regarded 
hv the Department of Agriculture as a food oil They classify it as a nonfood 


oil. In respect to its nse in food the Department of Agriculture has the following 
to say in the July 1951 issue of the Fats and Oils Situation, which is published 
by the Bureau of Agricultural Economics: 

For t ist deend Ine of onfood oils in food produce ts prine ipally, coconut 
| been comparatively small During the war, the available sup 
plies of thes s were channeled to vitally needed nonfood products In the 
last few years, large supplies of domestic edible oils, available at comparatively 
displaced a large percentage of the nonfood oils proviously used 


and palm, 


low prives, have s] 
in food 

The chief market for coconut oil in the United States has always been in the 
soup kettle It is coconut oil which supplies the free lathering qualities of 
seg Chis is due to the low molecular weight fatty acids in its make-up. 


Domestic oils and fats contain fatty acids of high molecular weight. Hence they 


(ied Theol ithe free 
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In actual practice, no very large percentage of soap produced in the United 


States. even when the sup ly is abundant, is wiade exciusiveiy Trom coconut 
oil The most generally satisfactory soap is made by Uusineg a buxture of coconut 
oil with tallow or animal greases. The tallow provides the body and lasting 
properties of the soup wil e the coconut oll provides the qu ck-lathering prop 
ert) ihus coconut « nd tallow each supplement the other in making a 


sutistactory soup 
rhrougchout the veographical area of the United States west of the Appa achian 


Mountaius, the ater supply possesses varying dexrees of hardness or alka 
Linity in much of the western part of the United States this hardness is most 
pronounced Soaps eluploved ih such areas therefore, must contal libera per 
centages of coconut oit, or otherwise they wili not tather with any degree of 
siutistaction fie general run of soaps employed throughout the United States 
usa Whoie contain tro lo to 2e percent of coconut ol 

In areas east of the Appalachian Mountains, the water is less apt to be hard 
or alkaline there are, however, important areas east of the Appalachians 
vhere the water is possessed of a considerable degree of alkalinity Under 
practical soap-making conditions, therefore, the soap manufacturer who pro 


duces soap for household usage is obliged to put a substantial percentage of 
coconut oil in all the soap produced, no matter in what section of the country 
larketed 

Snythetic detergents also have excellent detergent properties in water of high 


alkalinity Phese products, which are made in the lioest part by the use of ben 
yene—largely the product of coke ovens—and sulfuric acid, have come into 
Widespread use since the ciose of World War Il Their production began con- 
s.deraoly prio » Worl VW li, but consumption was less than one-half pound 
per capita until the war years. Coconut oil was then in very short supply due 
to the occupation of the ‘ producing ureas bs he Jsapunesc er capita 
consulmption stepped up to Ll pound in 145 By 147 the per capita consumption 
ud reached 3 pounds In Lio it was S pounds per capita 

Coinciding with the rease in the per capita consumption of synthetic de 
tergents, there has een a drop ul the per capita Ccoblsuluption of soap At 
cording to the Bureau of Agricultural Economics of the Department of Agri 
culture, the average per capita ohsumption of soup for the 4-year prewar 
period from 143s to lid sus, pounds in the year 1949 soap consumption 
dropped to 22 po nas pM It still stood at that igure at he end of 1950 
despite a post-hhorcan e of ivine by the house ves 

As the consumption per ¢ u of soap has declined, the consumption of coconut 
oil in soap has decreased In the 4-year prewar period 1935 to 1941, according 
the the bats and Gils S on, pubiished by the Bureau of Agricultural Eco 
nomics, the consumpt 1 of coconut oil in soap averaged 403 million pounds per 
unnn Phe con soap for the year 1951 was 197 million pounds 
whic! represent i at fr 20 milillon pou is This represents a cle ine of 


oO peres 


lhe decline in the ol mption of coconut oil in soap deprives my clients of 
thy opportul Wilk i i-lit otherwise have had to crush an additional 
150.000 short tons of | er annum It is a source of great concern to them 
They ktwo that the . ‘ aif of their market i hie scu“ip) Kettle 1S tied in 
With the losing battle h soap is making ugainst synthetic detergents. The 
kinds of oup while Wil i butltlie alalust sVnuthetic deterzents must con 
tain a high percent of coconut oil; but coconut oil must fight with one hand tied 
behind its back as lo! is veurs the 5-cents-per-pound processing tax Any 
reduction in the price of oconut oil Which might result from the repeal of he 
J-cents-per pound processil ax would put soup in that much better position 


to compete With synthetic detergents, 


DEPARTM 2 oO} IEFENSE STOCKPILES COCONUT Ol! 

Another reason tor the repeal of the processing tax on coconut oj s the large 
amount which is used for defense needs The Munitions Board maintains a 
stockpile of many thousands of tons Phere are many strategic uses to which 
coconut oil is put, some of wit re as Tollows 

l. The making of syt etic rulbe 

”. The manufacture of ‘ ary bombs such a the 1 i bomb, which is 
one of our most valuable defense weapons on the Korean frout 

3. Its use as a plastics rin the manufacture superiol mclouding-at-low 


felmperatures sulety ss Tol Inpilanes 


NK truct wha A2ULOlIODILES 
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4. In synthetic resins in the production of lining of food containers, the use 
of which is indispensable in view of the current shortage of tin, 

5. In the production of insecticides and germicides 

6. For use in the flotation process in the mining of certain urgently needed 
strategic minerals 

7. In the making of rubber substitutes such as hospital sheetings. 

S. In vuleanized rubber goods such as tires 

% Coconut oil is employed in the production of sulfonated higher alcohols 

10. Coconut oil, outside of its specific uses in the war effort, is of further im 
portance in that it yields approximately 40 percent more glycerin per pound of 
oil than any domestically produced fat or oil We necd givcerin in substantial 
quantities for the making of cordite, blasting power, and explosives 

Every pound of coconut oil which is nsed tor the foregoing strategic purposes 
pays the 3-cents-per-pound processing tax. ‘There is no provision in the Interna] 
Revenue Code which permits an exemption for defense usages 

Defense usage of coconut oil currently makes up for some of the business which 
the copra-crushing industry has lost due to the competition of synthetic deter 
gents, but this will last only during the rearmament period. Had it not been for 
this business and the stockpiling program, the copra-crushing industry would 
have been in a very bad wavy indeed due to the ground lost in their peacetime 
markets in recent vears. While imports of copra and the copra equivalent of 
eoconut of imported into the I nited States have de clined to no great extent in 
the postwar period, this has been due largely to the importation of many thousands 
of tons of copra and coconut oil by the Munitions Board for stockpiling for 
strategic purposes and for defense needs as previously discussed, 


UNITED STATES WORLD'S GRI ATEST EXPORTER OF OILS AND FATS 


The world production of oils and fats, according to the Office of Foreign 
Agricultural Relations publication, Foreign Crops and Markets, of March 5, 1951, 
amounted in the year 1950 to 22,900,000 short tons. Production in the United 
States accounts for more than one-fourth, or, to be exact, 26.89 percent of this 
tota The annual copra and coconut-oil production of the Philippine Islands 
amounted in 1950 to 640,000 short tons in terms of oil—which is only 2.8 percent 
of the world supply of oils and fats The Filipinos consume a considerable 
tonnage of their production, that is, about 75,000 short tons, which leaves around 


565,000 short tons for export as « opra and oil 
When the processing tax was levied on coconut oil in 1954 the United States 


~ 


Was a net importer of oils and fats, including the oil equivalent of imported 
oilseeds, of about 1 billion pounds per annum. Under postwar conditions we 
have assumed a position of net exporter of 1 billion pounds per annum. 

The change in the American position from net importer to net exporter means 
that whatever Philippine coconut oil is excluded from the United States by the 
S-cent processing tax will be encountered by our exportable surpluses in world 
markets. Since the processing tax depresses the market price for Philippine 
copra and coconut oil, the retention of the tax will be detrimental to the very 
interests it was originally designed to protect as they will be obliged to meet 
its competitio lower level of price than if admitted into the United States 
to be absorbed by markets such as that in the soap-making field, which is rapidly 
being taken over by synthetic detergents. 

Exports of oils and fats from the United States in 1951, according to the 
Bureau of Agricultural Economics publication, Fats and Oils Situation, for 
February-March 1952, totaled 2.476,100,000 pounds, including oilseeds and fats 
and oils produ ts in terms of oil Total United States production of oils and 
fats in the calendar year 1951 was 12,611,600,000 pounds. This means that we 
are selling about 20 percent of our total production in world markets. 

Our edible oil and fat production from domestic materials in 1951 was 8.2 
billion pounds. Principal exports of food oils and fats in 1951 were: Lard, 
719 million; cottonseed oil, 60.5 million; soybean oil, including oil equivalent 
of soybeans, 740.2 million; peanut oil, including oil equivalent of peanuts, 84.2 
million. Total exports of edible oils and fats in 1951 were 1,644,600,000 pounds 
which, applied against the 1951 production of 8.2 billion pounds of edible oils 
and fats, show that exports moved out at a rate of about 20 percent of total 
production 

The United States production of inedib!e fats and oils from domestic materials 
for 1951 is estimated by the Bureau of Agricultural Economics to be around 2.3 
billion pounds Inedible tallows and greases account for the largest proportion 


‘ 
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of the nonfood fats and oils production in the United States. Inedible tallow and 
grease production in 1951, according to Fats and Oils Situation for February- 
March 1952, was 2,249,200,000 pounds. Of this production 75.8 million pounds 
of greases and 457 million pounds of inedible tallow were exported: A total of 
532.8 million pounds. This figure represents 25.7 percent of total production 
which had to be sold in world markets in 1951. Other exports of inedible oils 
and fats in 1950 include fish oils, 49.8 million pounds, and linseed oil and oil 
equivalent of flaxseed, 91.1 million pounds. These figures on exports show that 
there could be no possible means whereby the United States could profit either 


on its edible or inedible production of oils and fats from retaining the 3-cent- 


per-pound processing tax on coconut oil. 

As I said earlier in my statement, the processing tax which originally was 
levied as a protection to the farming interests of America, is now by reason of 
changed conditions a costly burden upon the agricultural interests of our coun- 
try. In 1934 something like 95 percent of the coconut oil produced in the 
Philippines was imported to the United States. Today large quantities of coco- 
nut oil are moving from the Philippines into Europe. It meets no processing tax 
in Europe. Today the price of oils and fats from American farms is fixed not 
in our local markets but in the world market. The American farmer would get 
a better price for his fats and tallows were it not for the competition of tax-free 
coconut oil in the European markets. As I said earlier, this competition would 
be considerably lessened if this surplus coconut oil were absorbed in the American 
soap field. Not only is the American farmer suffering from depressed prices 
upon his fats and tallows, but by reason of the fact that synthetic detergents 
are steadily and progressively taking over the soap market in America, the 
farmer is actually being deprived of a large segment of his market for those 
products In order to make soap there must be tallow and grease on the one 
hand and-coconut oil on the other—tallow and grease about 75 percent and coco- 
nut oil from 15 percent to 25 percent. The processing tax acts as an umbrella 
over the synthetic detergent business. Were this tax repealed soap could com- 
pete from a price standpoint with detergents 

You are all familiar with the unending program of advertising over radio and 
television, which is largely responsible for the increase in the sale of detergents, 
and of course the corresponding decrease in the sale of soap. Already detergents 
have taken over a third of the market. There have been assembled for me some 
interesting figures as to how this situation is affecting the farmer’s market for 
his tallow and grease It is estimated that had it not been for the intervention 
of synthetic detergents the 1950 consumption of tallow and grease would have 
been 1,874,000,000 pounds, whereas the actual consumption was only 1,374,845,000 
pounds. In other words, in 1950 the invasion of the soap field by synthetic de- 
tergents cost the farmers of America a market for 499,155,000 pounds of tallow 
and grease. The picture in 1951 was even worse. The estimated consumption 
of tallow and grease in the absence of synthetic detergents would have been 
1,750,000,000 pounds, whereas the actual consumption was only 1,194,815,000 
pounds. The resulting loss of tallow and grease market to the farmers was 
approximately 510,185,000 pounds 

Were the tax on coconut oil removed so that the manufacturer of soaps and 
synthetic detergents found soap as profitable as detergents, or more so, then 
the vast forces of an advertising program would be turned from detergents in 
favor of soap. I might say that it is of interest to note that the same people who 
manufacture and market soap are the people who also are marketing the syn- 
thetic detergents. They of course push the product which is most profitable. 

Mr. Chairman, the problem of the Filipino is how to get dollars. He needs 
dollars to pay for the canned milk, flour, canned fish, and other food products 
which he buys from the United States. He needs them for the fertilizer, agri- 
cultural implements, and textiles he buys from us. Since coconut products rep 
resent 58 percent of Philippine exports, the quickest way to increase the Filipino’s 
supply of earned dollars is to repeal the 3-cent processing tax on coconut oil. Not 
only would we have the satisfaction of having removed an unjust tax which 
directly affects the Philippines and no other country, but we would enhance the 
ability of the Filipino to buy more of the products of the United States 

The 3-cent processing tax was levied in 1954. The Reciprocal Trade Agree 
ment Act likewise went into effect in 1934. During the 17 years that it has been 
in effect we have lowered, through reciprocal trade agreements with many nations, 
thousands of tariff duties. With few of these nations have we had ties as close 
as those between the United States and the Philippines. Yet, in the 17 years 
that the 3-cent-per-pound processing tax has been in effect against Philippine 
coconut oil we have made no effort to modify it. 
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In the specific instance of babassu oil, the United States has utilized section 
ov) of the Tariff Act of 1980 to bind a closely competitive oil on the free list 
tubassu oil, like coconut oil, is high in lauric acid. It is this fatty acid whch 
makes them valuable for many essential needs. Both contain in excess of 45 
percent lauric acid. Babassu is the only other high lauric-acid oil which is readily 
available to the United States market. Babassu oi! was initially bound on the 
free list in the trade agreement effected with Brazil in 1936. It was again bound 
in the General Agreement on Tariffs and Trade as negotiated at Geneva in 1947. 
The Philippine Republic insists that this is discriminatory and a violation of the 
Philippine Trade Act of 1946 and their trade agreement with us; and I think 
they are right. The discrimination ought to be removed by the repeal of the 
S-cent tax on coconut oil. This action is all the more requisite now because the 
United States Government is taking steps under the point 4 program for Brazil 
to increase the production of babassu oil. The point 4 program would promote 
mechanization of the industry and improve transportation conditions in babassu 


growing areas 
The United States wants the economy of the Philippines to prosper. It is a 
necessary essential for the success of the independence of the Philippines. As 


proof of this our Government has agreed to give the Philippine Republic $50 
million per annum over the period of 5 years. On the other hand, we have co! 
lected during the, past five fiscal years through the medium of the 3-cent-per- 
pound processing tax about SSO million on Philippine coconut oil. This obviously 
is not good business. I don’t Know precisely how much of that $50-million-per- 
annum subsidy we are paying the Philippines would not have to be paid if we 
the S-cent burden from the Filipino’s coconut oil, which is his 


would remove 
it would be a sizable decrease 


chief export in the form of oil and copra, but 

The 3-cent-per-pound tax which our Treasury levies on coconut oil depreciates 
the market price of the entire copra and coconut-oil production of the islands 
This is so because the part which we purchase (since we are the Philippines’ 
largest customer) sets the market for the balance which is sold to other countries 
Since 6,000,000 people, or about one-third of the population of the Philippines, are 
directly or indirectly dependent upon the coconut products industry for their 
livelihood, it can be seen that this is an important matter. Our Government does 
not want to go on subsidizing the economy of the Philippines indefinitely. but 
put ourselves in the position of not having a proper excuse for not doing so 


we 
continue to levy a heavy tax upen the product of their leading 


as long as we 
industry 
Beginning with the levying of the processing tax in 1934 and prior to the 
grunting of indepence nee to the Philippines on July ‘. 146, all proceeds from 
the processing tax on Philippine coconut oil were remitted by the United States 
Government to the treasury of the Philippine Islands to be used for the benefit 
of the people and Government of the islands. Section 2476 of the Internal 
Revenue Code which required these payments was repealed by the Philippine 
Trade Act of 1946 Since July 3, 1946, according to the annual reports of the 
Commissioner of Internal Revenue, the United States has collected per annum on 
coconut oil of Philippine origin an average of about $16,000,000, All of this 
money was covered into the general fund of the Treasury of the United States 
My viewpoint was and still is that simultaneously with the repeal of section 
2476 of the Internal Revenue Code which foreclosed the payment of the tax 
money to the Philippines that Congress should have repealed the 3-cent process- 
in section 2470 (a) (1) of the code. Had the amount of 


ing tax as contained 
» years 


money represented by the proceeds of the processing tax in each of the 
since the Philippines became independent been allowed to remain in the Philip 
pines in the form of increased market returns to the Filipino farmers for their 
copra, it would have been diffused through the Philippine economy and would 
have multiplied manyfold. That's the kind of direct assistance which the Vhilip 
pine economy needs It is like the sap of the tree which starts up from the roots 
and works through every limb, twig. and leaf It would be of a great deal mor 
ussistance than the type of relief represented by the $50 million annual subsidy 
which we will give the Philippines for the next 5 years 

In my opinion, it is quite obvious that the Seventy-third Congress which levied 
the processing tax in 1934 had in mind the principle of the statement which I 
have just made or it would not have provided that the proceeds of the processing 
tax be remitted to the Treasury of the Philippine Islands. In other words, it 
recogniz «| that an injury had been inflicted upon an important segment of the 
Philippine economy and to make partial amends for it the tax money collected, 


“as paid to the Philippine treasury. 
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Mr. Bent. Thank you, Mr. Chairman. 

A question has been raised here, and ] know it is in the mind of 
every member of this committee. It was the first thing that came into 
mv mind when I was employed to appear in this connection. 

[am a farmer myself. I live on a farm. I was raised on a farm, 
All of my life I have been interested in farming. And one of the first 
inquiries that IT made, when I was called upon to appear here, was ihe 
effect which the repeal of this tax would have upon the farming 
industry of America. 

I was in Congress back very shortly after this tax was levied in 1934. 
I was elected to Congress first in the fall of 1934. and when I arrived 
here shortly thereafter. it was still a live issue, as to why this tax 
had been levied. It was hever intended as a revenue measure, The 
tax was levied as a protective measure. At that time, cocoput oil was 
a competitor of domestic oils. 

There are just it few fields in which coconut oul can be usec here. 
First, there Is oleomargarine. Millions of pounds of coconut oil then 
were being used 1h the making ot oleomargarine. Then there Is vege- 
table shortening. Of course, they have never used very much coconut 
oil in vegetable shorte! Ing. It sputters, and it is not satisfactory for 
vegetable shortening, and so it has never been used to any ereat extent 

Then there are confectioners and bakers. ‘Then there is soap. And 


then there are the strategic purposes. Those are the five different 
things that under our American economy you can use coconut oil for. 

Now, let us start on oleo margarine. At the time this tax was passed, 
as I said, great quantities of coconut oil were used in the making of 
oleomargarine. It was a competitor of soybeans and of cottonseed, 


and it continued fo ben competitor ot sovbeans and Cotton eed On up 


until the time of World War IT. 


You gentlemen know what happened, The war | ad hardly gotten 
started when Japan moved in on the great producing areas of the 
world and took them over. We were in short supply here. The result 


was, Inasmuch as it was very hecessary to our defense, that the Gov- 
ernment issued what became known as Food Dist ibution Order No. bo, 
prohibiting the use of coconut oil in the making of oleomargarine. 

You know, Americans are tremendously inventive and resourceful. 
It was only a short time until the manufacturers of oleomargarine got 
their chemists busy in their laboratories, and they discovered that they 
hot only could get along without coconut oil in the making of mar- 
frarine, but they could make a much better oleomargal ihe without the 
coconut oil, 

You gentlemen can remember in the old days when you would get 
ip mn the morning and go in to have breakfast and take a piece of oleo- 
margarine out of the icebox, We have electric ice boxes in this coun- 
try. You started te cut off a little piece, and the thing would flip out 
from under your knife and may be fly off the plate, so brittle you 
couldn't cut it. Then, if it was subjected to a warm t mperature too 
long, it would become mushy. 

Well, now, the manufacturers of oleo discovered that by using soy- 
beans and cottonseed and other domestic oils they could get away from 
that objectionable feature that was present after it had been made 
with coconut oil. The result was that although the FDO No. 46 was 
suspended in the fall of 1946, for a very short time thereafter small 
quantities of coconut oil were used in the making of oleomargarine. 
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The people who make oleomargarine very quickly found out if they 
wanted a readily salable product it had to be made with domestic oils. 

The result has been that the use of coconut oil in the making of oleo- 
margarine has been abandoned. It will never again be a competitor of 
soybeans and domestic oils in the American market for oleomargine. 

Now, as I said, the next use is that of vegetable shortening. In 1950, 
coconut oil constituted on an average only 1 percent of the ingredients 
of vegetable shortening. Ninety -nine percent of the shortening in this 
country was made with domestic oils. 

Now, confectioners and bakers use a quantity of coconut oil, but it 
is not compet itive with domestic oils, because they need qualit ies which 
domestic oils do not have. For instance, you take some popcorn, and 
you butter it with domestic oil, that is, oleomargarine, and you put it 
on your counter for sale, and in a day or two it is rancid. But you 
grease it with coconut oil, and it is good for weeks. And so there ts 
a field there where there is no competition whatsoever. Of course, the 
principal use for coconut oil in this country has always been in the 
soap kettle. 

Now, let’t get to the question as to whether there is any competition 
there. 

The kind of soap that the American market demands has to be a 
soap that will lather. In order to make a good soap, you have to 
have about 75 percent of fats and tallows and about 15 to 25 pereent 
of coconut oil. There is no substitute for coconut oil in the making 
of a soap that will lather and be satisfactory to the American market. 
If you boosted coconut oil to a much higher price than it is, the Ameri- 
can market would still want coconut oil in the making of soap. You 
can’t make good soap out of soybeans, and you can’t make good soap 
out of cottonseed oil. There is no competition there. 

Then there is another field which has been absorbing large quantities 
of coconut oil, and that is the field of strategic defense. That is a 
field where there is no competition. 

Now. as I said a few moments ago, gentlemen, at the time this tax 
was passed, it was intended as a protective tariff to American industry. 
But by reason of changed world conditions, the tax levied originally 
as a protection to the farmer today is costing him millions of dollars. 
I think, gentlemen, I can demonstrate that to you. I was so glad 
that Mr. Martin raised the point on hogs and tallow, because it gives 
me an opportunity to raise that question. 

You know, at the time this tax came into being back there in 1934, 
we were importers in the fats and oils field. We had a net import 
balance of something like a billion pounds a year. Today the situa- 
tion has changed. We have a net export balance of about a billion 
pounds a year. So that today the price of American fats and oils 
is fixed not in the local market here in Washington or in Kansas City 
or in Chicago or in Omaha; it is fixed in world markets. The price of 
these commodities which we are importing today by an average of 
a billion pounds a year, that is, a net export balance of a billion 
pounds a year, is fixed by the world market, less what it costs to ship 
them from where we raise it to that world market. 

Now, I think that any of the experts who are familiar with the 
fats and oils field will agree with that statement. 

Now, what happens? The coconut oil coming from the Philippines 
into the United States pays 3 cents a pound in tax. That raises the 
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price 3 cents a pound here perhaps. In the markets of the w orld—in 
Europe, for instance—coconut oi] does not pay any processing tax. 
It is a competitor in Europe against, ‘ve will say, oleomargarine. 

Now, some of you gentlemen will say: Why does it compete there, 
when it does not compete In the United States‘ It is simple enough, 
gentleman. They do not have electric ice boxes in their homes in 
Europe as we have them here. The result is that the European mat 
ket will buy oleomargine that is made with coconut oil, and they are 
using it over there in the making of oleomargarine. There are other 
uses there, many other uses. 

Now, here is what happens. And I know Mr. Martin will be in 
terested in this, and I know Mr. Camp will be interested. As I said 
a while ago, the price of our American fats and oils is fixed in the 
world market. Now, when this million pounds of surplus that we 
send to Europe meets the world market over there, it meets it in com- 
petition with a lower-priced coconut oil, which is used over there in 
the making of oleom irgarine and other eclible products. The result 
is that the American farme today is vetting less money for his fats 
and oils that he produc es here than he would vet in that world market 
were it not for that low-priced competition of coconut oil on the world 
market. 

As I said a while ago, Mr. Martin, I happen to be a farmer. I live 
out in the Middle West. I raise cattle on the farm. Everytime I sell 
a steer I know | get a part of the price of that steer because of the 
tallow that is in his carcass, and I also know, after having studied this 
situation, that every year I myself and other American farmers are 
be hy deprived of a market for about HOO million pounds of animal 
fats and tallow by reason of the fact that the synthetic detergent in 
dustry Is progressive ly ind relentlessly taking over the soap field In 
this country. 

I would like to go into that feature for just a moment or two. As 
I said a while ago, you cannot make soap without tallow and fats. You 
cannot make soap W ithout coconut oil. You cannot use domestic oils 
insoap. They will not lather. 

But about the time of o1 shortly before the recent World War, svn 
thetic detergents beg into be used by our Ame} ican public. Up until 
World War II, only about half a pound of detergents per capita were 
marketed. By 1943. the use had doubled. It had gone up toa pound 
per capita. Dy 1947 we were using more. By 1950, it was 8 pounds per 
capita. 

Now, as detergents went up in the volume of amount used, soap has 
gone down. As of today, the detergent field has taken over more than 
a third of the soap market. More than a third less soap is being sold 
in America today than it was back prior to the World War, because 
the detergent field has taken it over. 

You gentlemen have in your homes, most of you, televisions and 
radios. You sit down and look at your television in the evening, and 
you will find that all evening long, many evenings, there will be one 
program after another advertising Tide or some form of synthetic 
detergent. The reason for that, gentlemen, is this. The same people 
who make soap are the people who make these detergents and sell 
them. You see a big soap factory here. The big investment is in the 
soap factory. And here at the side of the soap factory you will see a 
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little building where they mix their detergents. But the reason they 
are pushing detergents is erin with this 3-cent tax on coconut oil, 
which has to go into soap, it*is more profitable to make detergents. 
And naturally, the manufac hur pushes the commodity which is the 
most profitable to turn out. 

Mr. Reep. Would you submit to just an observation ? 

Mr. Bett. Yes, Mr. Reed. 

Mr. Reep. Will you kindly explain in detail what you mean by 
detergents? What is it made of? 

Mr. Beti. A synthetic detergent is a commodity that is made of 
benzine and sulfuric acid. It is largely a byproduct. of coke ovens. 

Mr. Simpson. For the purpose of this point you are making, are 
you assuming that if the tax were removed there would be a lower 
price? Ordo you think, as we suggested earlier, that the price might 
remain where it 1s? 

Mr. Beux. I think that if the tax on coconut oil were removed, the 
soap makers could buy the coconut oil a little cheaper. Therefore, 
the margin of profit as bet ween eoconut oil ana synthetics would be 
less. 

The b Gg investment of the soap mah is in his soap plant, but the fact 
that he has to payvia pretty high price for his coconut oil, which is 
absolutely necessary to the making of soap, means that he makes less 
soap. He uses less tallows and fats. 

I had some figures assembled on that question, if I could find them in 
mv statement here, for just a second. 

Mr . JENKINS. Y ul tell 1 s the same people make soap who make 
detergents / 

Mr. Beuw. That is almost entirely correct, that the same people who 
make the soap are also making de ‘tergents. 

Mr. Simpson. But if the people in the Philippines increase the price 
in order to h: ive more money for the) Irown economy, whic h. as I under 
stand, the Tariff Commission said they might do, there would be no 
advantage then, would there? 

Mr. Becxt. Of course. the American market would not get the benefit 
of all the price change, but they would get some. 

Mr. Stmpson. You think they would give the American market 
some of it / 

Mr. Bews.. I think that that is what would actually happen. 

I would like to read from my written statement just a paragraph 


here: 

You are all familiar with the unending program of advertising over radio and 
television, which is largely responsible for the increase in the sale of detergents, 
and of course the corresponding decrease in the sale of soap Already dete 
vents have taken over a third of the market There have been assembled for me 
some interesting figures as to how this situation is affecting the farmer's market 
for his tallow and grease. It is estimated that had it not been for the interven 
tion of synthetic detercents the 1950 consumption of tallow and grease would 


have been 1.874.000,000 pounds, whereas the actual consumption was only 
1.374.845.0000 pounds. In other words, in 1950 the invasion of the soan field by 


synthetic detergents cost the farmers of America a market for 499,155,000 pounds 
of tallow and grease. The picture in 1951 was even worse. The estimated con 
sumption of tallow and grease in the absence of synthetic detergents would have 


been 1.750.000,000 pounds, whereas the actual consumption was only 1,194.815,000 
pounds. The resulting loss of tallow and grease market to the farmers was ap 
proximately STO.TS5S.000 pounds, 
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There are two Ways that the farmet loses. First, he loses by reasoh 
of the fact that if you cannot get soap mace, if soap 1s hot made, he 
loses the market for that tallow and grease in the soap field, to the 
extent that the soap field is invaded by detergents and thus depleted. 
Then there is another w ity that this tax Is costing money Co the farm 
ers of America. 

\s | sald a w hile uvo, gentlemen, the price of tallow and fats and 
oils today Is not fixed at Chicago or at Kansas ( ity. It is fixed in 
the world markets. And when our surpluses hit the world market, 
thev hit it In cOmMpelilion W th cheap coconut oll in Kurope. 

That is the reason, Mr. Martin, that our farmers are getting less 
money for our tallow than we ought to vet today. Every farmel ! 
America. if he knows the facts and figures about this situation, will 
welcome the repeal of this tax, because it will mean more money in his 
pocket. 

Nir. SIMPSON, Peopl cil buy Soup today if they Wiaht To, instead of 
which they buy the detergents. Why do they do that / 


Mr. Bevi. Well, I think the reason they buy them probably is this. 
We notice that month after month and veal atte vear the amount of 
detergents sold has bi ncreasing, and the soap sold is less. of course. 
You know, our American housewives are peculiarly susceptible to well 
planned advertising programs. I know I have sat around watching 
the television in my ow home at times 1 thre evening, and there would 
be this type of program, and I remember my wife saying, “I have 
got to vet son lide Phat must be rood stuff.” I thi k that is the 


reason the people who mal ufacture those things are willing to spend 
millions of dollars ulvertis ne them: because they know that the acl 
vertising program is very effective. 


On the other heat di, ii this tax were repealed, and it tl 


11) became as 
profitable or more so to make Soup than to make deterge} ts. the vast 
tergents and into the soap field again, and you would find that it would 
affect the market just as advertising always has affected markets in 
America. And it would mean then that the farmer. instead of los ng 
500 million pounds of market for his tallows and fats, would get that 


power of that advertising program would be turned away from de 


bial ket bane k avai. 

Mr. COOPER. Does that complete your statement, Mr. Bell 4 

Mr. Beuw. Except that if IT may, I would like to comment for a 
moment on the Philipp ne situation. 

Phere was somethi vs Lid about the Philippine situation. I would 
like to Say that vesterday I received a statement compiled by the 
Commercial Affairs Division of the Embassy of the Philippines, list 
Ing ZU of the leading commodities which the Philippines are IMiport 
ing from the United States. 


kor instance, in this list we find orains. Last veal they Imported 
S14 million worth of grain from the United states: Si?) million of 
dairy products were orted from the United States. Tobacco was 
Imported h Vast quantities Vegetables imported came to 8} million. 
Lhe big pre blem of the On pina is to get collars. Last vear the 
Filipinos imported from the United States 8356 million of our com 


modities. Now. if the I* 
Had the Filipino beer ible to get more dollars, had this tax not been 
upon the hooks as if Ss. The Filipino, ot eourse, Wot d ave imported 


Ipino cannot rel dollars. he ena hot lM port. 


much larger quantities of American farm products, because he needs 
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our dairy products, and he needs our grain, and he needs vegetables 
that he can't produce in his own country down there. 

The result is that the repeal of this tax would mean an expanded 
market for American farm products in the Philippines. There are 
certain things they raise that we can’t, and certain things that we 
raise here that they can’t raise. 

So I would like, Mr. Chairman, if I may, to introduce into the ree- 
ord, the statement marked “Foreign trade of the Philippines mn 1951.” 

Mr. Coorer. Without object i n it will be admitted into the record. 

(The statement referred to follows:) 


Forcion trade of the Phil ppines in 1951* 
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Mr. Mitts. All of us have great respect for your knowledge of this 
situation, Mr. Bell. We remember that as a Member of the House 
you took a very active part in affairs relating to the Philippine Is- 
lands before they became an independent nation. We do have great 
respect for your views on this particular subject. 

Your statement gives rise to at least two questions in my mind. We 
recognize, of course, that if the Philippine people can purchase more 
from the United States, to that extent there is greater prosperity here 
in the United States. We recognize that they can purchase more in 
the United States, or from the United States only if hey have an 
increase in the number of dollars at their command. 

You suggest that the elimination of this tax means more dollars in 
the hands of the Philippine people for purchase of American goods. 
Now, the repeal of the tax alone, on the basis of what was imported 
in the way of copra from the Philippines in 1950, would involve some 
$17 million. Is it that increased number of dollars to which you refer, 
or do you anticipate that the repeal of the tax would mean a greater 
quantity of copra shipped to the United States / 

Mr. Beui. I think this, Mr. Mills, and I am glad you asked the 
question. a 

Today the price of coconut oil is something like between 8 and 10 
cents. The last I saw it was eight and-a-fraction cents. 

This tax, from the Filipino standpoint, is about a 40 percent tax 
upon the earnings of the Filipino. It is a grievous burden to him. If 
the tax were removed, the money that would result down there in the 
Philippines would be money at the grass roots. 

As I used it in an illustration I gave this committee last vear, it 
would be like the s ip that comes up from the roots of the tree into 
the body of the tree, permeating every limb and twig and leaf and 
stimulating the growth of the whole structure. 

Now, if it were not for this tax, that $16 million a year that would 
be part and parcel of the Philippine economy would revolve and 
would multiply many times, and you would find that you would have 
an increased prosperity down there. 

But, gentlemen, I am thinking about America in this deal. Of 
course, we all appreciate the Philippines. They were our child, so to 
speak, Historians have referred to that as the noblest experiment of 
history, the taking of a nation such as we took them and, after 50 
vears, turning them loose a free and independ nt sovereign power, ll 
bued with ideas of freedom and liberty. And, gentlemen, I think we 
have a stake in this thing much greater than mere economics. 

We are in the midst of a world struggle today. Only (God in 
heaven knows what the outcome of this struggle is going to be. It is 
a struggle in which we are investing today hundreds of millions of 
dollars: billions of dollars. 

Now, a large part of the world is watching us today as to what we 
do over there in the P| ilippines. Two billion people in Asia are 
watching what we do. Do we want it said to those 2 billion people in 
the Orient that we are levying and collecting into the United States 
Treasury a tax which amounts to 40 percent of the daily earnings of 
6 million Filipinos / 

I think, gentlemen. as I look around this semicircle in front of me, 
I know you gentlemen have thought of that problem. Some of you 
have laid awake at night thinking about it. 
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And I know this, that it is a problem that is on the mind of every 
statesman who is here this morning. 

When you consider this bill, I know that is one of the things that 
vou will want to take into consideration : How will this bill affect the 
United States today and tomorrow and 10 years from today? How 
will it affect our position in the world, our strength as a free power / 
Those are all things that I know will be a part of the thinking of you 
gentlemen who are considering this important bill. 

Mr. Mitus. Judge Bell, I appreciate vour comment on that impor- 
tant point, and of course we are thinking of these things to which you 
allude. 

However, I was trving to get some information. If the Philippine 
people receive more dollars as a result of this action on our part, 
through the increased export of copra to the United States. is it your 
thought that such increase will not mean that copra will displace 
American oils, tallows, and grease? Actually, through the repeal of 
this 3-cent tax, it is your thought that coconut oil may then be used 
toa greater extent in soap and will displace these synthetic detergents 
which vou have deseribed to the committee. 

Mr. Beutx. That is true. 

Mr. Minus. Now, that conclusion on your part will be most persua- 
sive if, actually, vou have evidence which you could demonstrate to 
the committee | earing out the conclusion that vou reach. 

Now, you say, on page 11 of your statement, following the para- 
graph which you read to the committee a few moments ago: 

Were the tax on coconut oil removed, so that the manufacturer of soaps and 
synthetic detergents found soap as profitable as detergents, or more so, then the 
vast forces of an advertising program would be turned from detergents in favor 
of soap. I might say that it is of interest to note that the same people who 
manufacture and market soap are the people who also are marketing the synthetic 
nts. They, of course, push the product which is most profitable 


deterg 


Mr. Bentw. Yes, sir. 

Mr. Minis. Now, in order to reach that conclusion, it would appear 
that the difference between the profit that is made in the production 
of synthetic detergents and normal soap is the 5-cent processing tax 
on coconut oil. 

Now, are vou convinced that is the difference in the profit which is 
made between the two? 

Mr. Bera.. I don’t know whether the profit is exactly 3 cents or not, 
but I do know that it is the opinion of those in the industry that were 
the Tax re pe ile cl if then would become as much so or more profitable to 
make soap. and as a result the soap makers would be selling more soap 
as a result of the fact that the advertising program would be turned 
to soap instead of to synthetic detergents. That is the hope of those 
in the industry. and that is their belief. 

Mr. Mirus. I come back, then, to mv question which I asked the 
representative of the State Department. In order for an increased 
use of coconut oil to occur, to the benefit of not only the Philippine 
people but to the benefit of the American people, it would be neces- 
sarv for the American consumer to receive the benefit of the repeal 
of the 3-cent processing tax. 

Mr. Beni. That is right. 

Mr. MILLs. Do we have anv assurances, if we enact this bill. that 
the American consumer will recelve the benefit of the repeal of the 
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3-cent tax? Do we know that the Philippine Government would not, 
as suggested by the Tariff Commission as a conceivable course of ac 
tion, organize this marketing set up for the purpose ot Increasing 
the price of copra, so that either the Philippine Government would 
receive the 3 cents in additional price or the coconut Imadustry in the 
*hilippines would receive the 3 cents / 

Now, to me, that is a very important question. If we know that 
the American consumer is to receive the benelit of the repeal of the 
3-cent tax, then everything that you point out as a result of our action 


here in the United States might occur, We night lise more soap. 
‘There might be less use of svnthetic detergents. There mieht, there 


fore, be a market not only for the oils and greases and tallows pro 
cluced in the United States right here at home to the same extent that 
they are now being used, but we might use an additional quantity of 
copra coming from abroad. 

You see what Is on ais mina, what Ll am thinking about ¢ 

Mir. Bevi. | do. Now, the question as to what portion this » cents 
would remain im the Philippines and What portion of it would come 
to the American consumer as a benefit was a thing that | vwuve some 
thought to. I made some Inquiries, 1 think it is the opinion of those 
who are close to the problem that a part of the money would remain 
in the Philippines and a part would be of benefit to the American con- 
sumer, Just how much of either part would remain there, and how 
much benefit would come here, | do not know whether any economist 
could figure out to a hair’s breadth. There are certain things you 
know ina general way W i] probably happen. If the money all stay “« 
over there, it would not affect our markets here in one way or the 
other. 

Mr. MILLS. I come to this conclusion, then, Judge Bell, Let us 
assume a suflicient percentage of this 5 cents Is permitted to imure 
to the benefit of the American consumer so that additional copra may 
come in. Unless the housewife does buy soap in preference to a syn- 
thetic detergent, the importation of additional copra will mean the 
displacement of an equivalent amount of tallow or yvrease or oils In 
some Way in the uses to which you have referred earlier. 

Mr. Bett. A gentlemen just came in from London, a copra crusher 
on the west coast and a man of rather unusual experience in this field. 

He was in Washington during the war and in charge of fats and 
oils for one of the Government departments and a man of great expe 
rience and learning inh this field. And when he testifies, | would like 
to have him give you his opinion on that question. 

Mr. Mitus. What worries me, Judge: So often we take unilateral 
iction here to enable a certain situation to improve. When we take 
the unilateral action, we have a very laudable purpose in 
we are acting in good faith. 

Now, if the Philippine people or the Philippine Government should 
do what the Tariff Commission Says they can egneeivably do, here 
again we would be legislating with a very laudable purpose in mind 
but not accomplishing the results which vou, or the crushers of copra 
here in the United States, or even the Philippine people themselves, 
might now think Would result. 

Mr. Bett. While the gentleman from the State Department might 
conceive that that would be possible, to me it would be inconceviable 
that they would do that sort of a thing, because I would think it 


mind, and 
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would not be to their interests. Certainly it wouldn’t. But I would 
like to have you hear from Mr. Rocca on that point. 

Mr. Mitis. There were certain actions in the past where we did not 
think steps would be taken by a foreign government to cause the bene- 
fits to inure exclusively to that country. 

Mr. Grancer. Is soap made of detergents entirely a synthetic prod- 
duct ¢ 

Mr. Bett. The synthetic detergent is made of benzine and sulphuric 
acid. It isa product of coke ovens. 

Mr. Grancer. What I mean: Are there any fats and oils mixed 
with it to make soap / 

Mr. Bex. I understand not. 

Mr. Grancer. It is entirely some other substance ¢ 

Mr. Betvi. That is correct. 

Mr. Granoer. If the tax were reduced on coconut oil, that coconut 
oil might take the place of these detergents, and that would depend 
on the price, whether they did or not ¢ 

Mr. Bett. I wouldn't say it would depend entirely on the price. 
But the people in the field who are familiar with the industry believe 
that if the tax were removed, more soap would be made as a result. 
They feel that the fact that this tax is there and acting as a sort of 
an umbrella over the synthetics industry has meant that industry 
has invaded the soap field to the extent where it has now taken over 
a large part of the soap field. 

The result is that we are making millions of pounds less soap than 
we would be making, and the American farmer was deprived last year 
of something like 500 million pounds of market for tallow in that 
held. 

Mr. Grancer. Do the animal-fat people agree with you on that 
statement ¢ 

Mr. Bextx. I don’t know whether they do or not. 

Frankly. I don’t know what their position is. I haven’t discussed 
the situation with the animal-fat people. Now, I know that the tallow 
renderers of the west coast sent in a very strong resolution urging 
that this tax be repealed. 

I understand that there is some disagreement within their organi- 
zation, however, and I don’t know what the position of the renderers 
here on the east coast will be. 

Mr. Grancer. It would seem to me that if what you say is a fact, the 
repeal of the tax and the bringing in of coconut oil would be instru- 
mental in bringing about the using of a greater amount of animal fat. 

But as I understood it before, the producers of animal fat have been 
absolutely opposed to the removal of this tax. 

Mr. Bei. I know last vear when the tax-simplification bill was up, 
we appeared before the committee seeking an amendment to that bill, 
which would have repealed this 3-cent tax, and I know that at that 
time there was a gentleman who came representing a part of the 
renderers who was opposed to the repeal. But the big organization on 
the west coast who represent the renderers there sent a resolution, 
which they adopted, urging Congress to repeal this tax. Because they 
knew that as long as the tax was on, they were losing a market for 
millions of pounds of their product. 

Mr. Grancer. That is all, Mr. Chairman. 
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Mr. Coorer. We thank you, Mr. Bell, for your appearance and the 
information you have given the committee. 

Without objection, the committee will stand in recess until 1:30, 
meeting back here in this room. The next witness appearing on the 
calendar is Mr. James. 

(Whereupon, at 12: 02 p. m., a recess was taken until 1:30 p. m., this 
Same day.) 

AFTERNOON SESSION 


Mr. Coorrr. The committee will be in order. 

Is Mr. James here? Come forward, please, sir. 

Will you please give your name, address, and the capacity in which 
you appear, for the record ¢ 


STATEMENT OF DELOS L. JAMES, DIRECTOR, AGRICULTURE- 
INDUSTRY RELATIONS, THE NATIONAL GRANGE 


Mr. James. Mr. Chairman and members of the committee, my name 
is Delos L. James. I am director of agriculture-industry relations for 
the National Grange, one of the national farm organizations here in 
the city. 

Mr. Coorer. We are very glad to hear you, Mr. James. You may 
proceed, 

Mr. James. The National Grange is vitally interested in any pro- 
posal which affects the economic welfare of the American farmer re- 
gardless of what its intended objectives may be. If in a proposed 


bill it appears to us that it would be effective in raising farm income 
justifiably, thereby making available to the American farmer a larger, 
more equitable share of the national income, we would be in favor of 
its approval by Congress. On the other hand, when a measure is pro- 
posed, the effects of which would be to further decrease the farmer's 


already diminishing income, thereby reducing his standard of living, 
we would vigorously oppose it. It is this latter condition, we beileve, 
that confronts us in our consideration of H. R. 6292, which, if finally 
approved by Congress, would remove the 3 cents per pound tariff on 
coconut oil and furthe: depress the price of oils that are already low 
in price compared with the normal price of oils and other farm and 
nonfarm prices, 

Today it is possible as a result of applied science to utilize a high 
degree of interchangeability of fats and oils. In so doing the market 
for practically all kinds of fats and oils, both animal and vegetable, 
has tens greatly broadened, None of our fats and oils can any 
longer claim a market as all its own. Some other fat or oil quite 
dissimilar in its natural state can be subjected to chemical and physical 
processing to such an extent that the end products from the different 
oils are scarcely distinguishable from each other in texture, quality, 
favor, edibility, and for other purposes such as soaps, detergents, and 
the like. 

Now, in view of the fact that farmers in this country can and do 
produce an abundant supply of most fats and oils and as a consequence 
the prices of these products are far below parity levels due to an 
oversupply which is partly caused by large supplies of cheap products 
from foreign and offshore sources, we believe that the present tariff 
of 3 cents a pound on coconut oil should not be removed. 
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We are definitely of the opinion that tariffs should be levied and 
continued on those items which are substantially competitive with 
soundly established American production such as that of American 
agriculture. 

At the present time the normal relationship between the price of 
oil cake and oil is distorted from the normal situation with abnormally 
low oil prices and much higher than normal relative prices for meal. 
The low oil price and high feed price is doing much damage to dairy- 
ing and a removal of the 3-cent tariff on coconut oil would greatly ag- 
vravate this destructive economic squeeze of one of the most important 
and neecssary farm enterprises—dairying. 

since its early incept ion over SO years ago, the National Crrange has 
advocated a policy of adequate protection for sound American indus- 
tries, including agriculture, subject to destructive competition from 
abroad. On various occasions this policy has been reiterated and last 
November at its eighty-fifth annual session the voting delegates took 
action in support of a tariff on tuna imports. In the case before us 
we already have the tariff on coconut oil and we therefore oppose its 
discontinuance. 

I might Say there, in connection with the support of parity on im- 
ports of tuna fish, a matter being voted on in the Senate today, that 
even though it is somewhat removed from the farm, still it pertained 
to or had a bearing on an important American industry. We have 
millions and millions of dollars invested in that industry. And there- 
fore it would deserve protection from imports that would tend to have 
a depressing effect on the entire activity of the people engaged in that 
business. 

As recently as 1948 a resolution was adopted by Grange delegates in 
annual session which stated that the importation at that time of apples, 
nuts, poultry, and poultry products was adversely affecting the Amer 
ican market for those products and it was requested that such action 
be taken as would reasonably protect the market for American 
products. 

In addition there is another important aspect of our agricultural 
situation that bears directly on any action that might be taken to 
increase the supply of farm products including fats and oils. We 
have, as you all know, an extensive price-support program for agri- 
culture designed especially to raise the general level of domestic agri- 
cultural prices above the levels determined in unsupported markets. 
The National Grange stands firmly behind these price-support pro- 
grams. ‘This means that domestic prices will range above the world 
price. Now, if such price-support programs are made effective, it is 
necessary to adopt measures to prevent foreign products from reducing 
the benefits, as well as increasing the costs of price support to Ameri- 
can farmers and extending the benefits of price supports to outside 
interests. 

In other words, our price-support system here could under that 
kind of an arrangement be applied to the entire agricultural produc- 
tion of the world. And it was never intended to do that. and we 
couldn't afford to have it do that kind of a thing. 

We urge your disapproval of H. R. 6292 and that you thereby con- 
tinue in effect the present duty of 3 cents per pound on coconut oil. 

Thank you. 
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Mr. Cooper. That con pletes your statement, Mr. James / 

Mr. James. Yes. 

Mr. COOPER, We thank you for your appearance and the information 
given the committee. 

Mr. James. Thank you. 

Mr. Coorer. The next witness will be Dr. John L. Coulter. 

Will you please vive your name, address, and the capacity in which 


you appear for the record ? 


STATEMENT OF DR. JOHN LEE COULTER, CONSULTING ECONOMIST, 
NATIONAL RENDERERS ASSOCIATION, WASHINGTON, D. C 


Dr. Couvrer. John Lee Coulter, consulting economist for the Na- 
tional Renderers Association. 

Mr. Coorer. About how long ) 
Doctor? We havea rather long calendar here. 

Dr. Couurer. I am aware of that, Mr. Chairman, but I am also 
iware of the fact that proponents of this appeal have been elven an 
hour or so each. But miy prepared statement here should not take 


r will vou need for your statement, 


over 3 minutes. 

Mr. Coorer. All right. You are recognized, and you may proceed. 

Dr. Coutrer. Mr. Chairman, the National Renderers Association is 
it trade organization with pl incipal offices at 1424 K Street NW., Wash- 
ngeton, iG by It was orig nally known as the Association of American 
Producers of Domest ‘ Inedible Fats, which was organized about 20 
vears ago, that is, in 1933 And you will recall that that was during 
the months just preceding the passage of this 5-cent-per-pound proc- 
essing tax. 


l. Membership il d cl iracter of operations : The National Render- 


ers Association san orgal ization composed of approximately 975 
member companies which are largely single, independently operated, 


establishments primarily engaged in the production of inedible tallow 
ind ovrease which ls extracted from fat bearing materials obtained 
from literally thousands of farms, ranches, feed lots, meat-packing 
establishme1 ts, wholes ile sl iughterhouses., retail meat shops, and chain 
s, Government and State institutions and 
e association also produce animal! proteins, 


tores, hotels, restaurant 
iwencies. Members of th 
commonly known in the trade as meat scraps or tankage. Some plants 
ilso accumulate hides and skins in connection with their operations. 
Inedible tallow and grease are pl incipally used in the manufacture of 
soap; meat scrap and tankage are extensively used in poultry and hog 
feeds: and the many uses of leather voods are well know nto everyone. 
Member plants of the association will be found in all States of the 
United States except two. 

May I just add there that wherever livestock are produced, or live- 
stock products are used, necessarily you will find plants engaged in 
the production of the e domestic animal fats and oils. 

Due to the perishable nature of the raw material used and products 
made, the operations of the industry are in most cases very closely 
supervised and regulated by city, county, or State health authorities 
ind it is now a general practice that members of the industry be 
bonded or otherwise licensed to assure diligent performance of this 
special type of assignment. As a matter of fact, in the areas where 
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plants of this industry are already in operation, it generally follows 
that the local health requirements prohibit removal of such materials 
by general refuse-clisposal procedures, Moreover. were it not for the 
existence of these plants, local units of Government would have to 
provide for collection and disposal of most materials used at great 
additional expense to their taxpayers. 

This preliminary statement is in order to establish the national need 
for and support for this kind of enterprise, which does produce some 
2 or 3 billion pounds annually of animal fats and oils. 

2. Inte rchangeability : Most animal, vegetable, and marine fats and 
oils have a high degree of interchangeability which means they can 
either be substituted directly one for another or by additional] proces 
sing ata reasonable cost can be made acceptably similar to another oil 
or fat. Coconut oil happens to be such a versatile product n this 


respect that it can substitute either directly or indirectly for most 
domest cally produced fats and oils. 
This fact is cause for alarm among all domestic producers of such 


fats and oils as butter and lard, as well as cottonseed, soybean, corn, 
peanut. linseed, and fish oils and it explains why we feel that adequate 
protection should be always at hand. While some of these domestic 
fats and oils can be expanded or reduced by adjustment in acreage or 
use, an unlimited importation of certain tropical vegetable substitutes 
without quotas or such other controls as processing taxes is of great 
concern to the members of this association because neither they nor 
the Government have any control whatsoever over the fat bearing 
materials which result from the production of livestock in this coun 
try and which must be collected and processed promptly for national 
security, economic, and scientific reasons as well as in order to avoid 
a health and sanitation problem of the first magnitude. 

I therefore represent, | believe, i tremendously Important national 
industry, stretcliing from coast to coast and from the Canadian border 
tothe Gulf. 

3. Equality of treatment: The domestic inedible-fat-producing in 
dustry, represented by the members of the National Renderers Asso 
ciation has no Government agricultural program of any kind in this 
country for its products and the modest legislative protection which 
Was secured some years ago in the form of tariffs and excise taxes on 
imports has been slowly whittled away by proponents of free-trade 
policies both in Government and out so that now we have almost 
nothing left According to a recent comprehensive report by the 
Tariff Commission (October 1951), the average ad valorem equivalent 
of all tariffs and excise taxes on imports for consumption (free and 
dutiable). has been reduced from an average of 10.6 percent before 
any trade agreements to only o4 percent on August 1, 1951, a decrease 
of 49 percent. This is after eliminating the influence of price changes 
due to currency devaluation, and other influences. In the case of 
dutiable commodities alone (which includes most — and oils) the 
reduction has been from an average of 27.7 percent » 12.5 percent— 
a decrease of 55 percent. With such a reduetion in tar nf and /or excise 
taxes on Imports, other forms of protection to the domestic industry, 
such as the processing taxes under review, seem to us to be imperative. 

\t a time when the newly deve loped synthetic chemical and petro 
leum detergents are taking over an increasing share of the cleansing- 
material market which has histoxically up to this time required and 
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consumed great quantities of domestically produced inedible animal 
fats, we need the continuance of such protection as we have—not a 
reduction of it. 

Careful study of the International Trade News Bulletin, now issued 
monthly, on behalf-of the international organization known as 
GATT, that is. the United Nations program, discloses the fact that, 
in general, where foreign countries have reduced tariffs in order to 
vet other concessions from the United States unde the trade agree 
ments program and have made up ‘Treasury deficits from grants, 
gifts, counterpart funds, excise, and other forms of taxes, et cetera, 
they have also developed a veneral program of Import licenses, quotas, 
and exchange control as a protection to their home market. 

Mav I inter ject there this thought, that two or more speakers this 
morning said that we have this 3-cent tax, but European countries 
have no taxes. And the reason they haven't is because we are sup 
plying theiy treasuries with operating funds through out various loan 
ana grant programs, and In place of the tax they have other con 
trols. so that their markets are protected. 


It is our view that the processing taxes dealt with in the pending 


act are in complete harmony with the procedure of foreign countries 


and property carries out the mandate of section S of article | of oul 


Constitution which provides that “Congress shall reg ilate trade with 
foreig) countries si It is certall ly vermane ih this net, which regu 


lates the domest i economy, to take note of the possible damage from 
excessive Mports 

Congress has expressed its desire to protect domestic industry from 
injury or the threat of injury from imports of competitive materials 
In the escape provisions of the recently passed Trade Avreements 
Exte nsion Act. We believe that the processing taxes are 1n harmony 
with and in the nature of a supplement to that provision, , 

+. As we see it, Congress would be inconsistent in approving H. R. 
6292 in view of its recent passage of H. R. 718s, signed by the Presi 
dent on June 12: the latter measure constituted. we believe. a reaf- 
firmation of the appropl lateness ot the 3 cent Tax, That Is, the orant 
Ing of the 5-cent rate to the trust territories in the Pacific taken 
under our wing. 

Phat action would seem to be in harmony with the general program 
of the United Nations, in the application of spec al taxes in the case 
of domestic products and similar products derived from trust terri- 
tories. It brings coconut oil from the Philippine Islands, Guam, 
Samoa, and other American areas under one formula. 

D. We have followed with intense interest and approval the final 
action taken by this committee and the House of Representatives in 
22 of H. R. 5505, the so-called customs simplifica- 


tion | ll. (This appeared as sec, 23 Ih the original bill—H. R. lo3o— 


the case of section 


sa) 


but is now know as sec. 22 in the bill now pending in the Senate. ) 
lL that bill youl committee and the House returned the equivalent 
of the 3-cent processing tax Ly transferring its administration from 
the Bureau of Internal Revenue to the ( ustonmis Bureau and applying 
the tax to the raw material itself. And special provision was made 
so that this tax should not be made the basis for reduction or con- 
cession in negotiation of any trade agreement. Your committee report 
made this procedure perfectly clear. The pending bill would reverse 
the position of this committee and the House. 
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6. Entirely aside from (a) any interest which the members of the 
National Renderers Association may have, or (b) any personal in- 
terest which proponents of the pending bill may have presented, or 
(ec) any benefit which may have been suggested in the name of ulti- 
mate users of products chiefly dependent upon fats and oils as impor- 
tant raw materials, or (d) any influence of repeal of the processing 
tax on the competitive situation as between soaps and synthetic deter 
gents, it seems to us that a major consideration from the standpoint 
of the Congress should be the matter of Federal revenue. 

May I add this thought: That I have not been arguing primarily 
for the farmers producing the livestock or the renderers who process, 
or any other reup, or the consumers, or the foreign countries: but I 
think that we should not forget that there is a revenue problem in 
volved ll this. 

As long as the processing taxes collected were paid over to the 
Treasury of the Philippine Islands (1934-45) the Gove rhgnent of the 
United States was thought to be renderir ng a use ful service to the 
Philippines without imposing a new tax burden upon American tax- 
payers. Now, however, it appears that proponents of the bill favor 
imposing new taxes upon our people to implement our foreign Mutual 
Security Program at the same time that the Government is deprived 
of ar Important source of revenue. This does not appear to this asso 
‘iation to be sound fiscal policy. It would seem that those reaping the 
direct benefits from the foreign trade involved in stimulating greater 
imports of low-cost tropical vegetable materials or oils der ived there- 


from should bear some of the cost of our special Government pro 

grams rather than shifting the burden over to the general taxpayers. 
Conclusion: When this matter was brought to our attention in 

January of this year, with the introduction of H. R. 6292, we began 


a special economic and statistical study of the problem and it now ap 
pears that since the change in Government policy, that is, since July 
t, 1946, when the Philippines were put on an independent basis and 
the money goes into our Treasury instead of our Treasury acting 
merely as a collecting agent for the Philippine Government—it now 
ap pe irs that with the change in Gove ‘rnment policy, several hundred 
iHHlion pou vis of opra and /¢ oconut oil have he en 7m por ted and 
PVOCESS d without the collection of oh, 3-cent proce ssing tax. 

Gentlemen, I have emphasized that in my very brief statement, be 
cause the Treasury Department does not go out and collect the proc 
essing tax. The Treasury Department, through the Bureau of In 
ternal Revenue, says to individuals, “Pay your income tax,” and to 
corporations, “Pay your corporate tax.”’ and to everybody else, “Pay 
your excise taxes.” They do not go out and collect the tax. They 
mere ly say, “If a ybody erushes copra, they should under the law 
step up and pay a tax. ; 

But I am say ing here that our investigation thus far discloses that 
several hundred million pounds of the copra or coconut oil have been 
imported and proce essed without the collection of the 3-cent processing 
tax. This has meant the loss of many millions ot dollars of revenue 
to the National Treasury at a time when our expenditures for the 
benefit of the Philippines is mounting. Only preliminary results of 
this study are yet available. We feel that we should petition this 
committee for time to complete this research before any action 1s 
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taken. Because of this situation, and the shortness of time available 
for the preparation of this statement, we shall not attempt to append 
statistical details pertaining to quantity of imports, oil processed 
therefor, revenue collected, price relationships, or much other pertinent 
data. 

But may I say in conclusion that although we had notice only yes 
terday that these hearings were scheduled, we did make a tentative 
summary of the apparent amount of copra and coconut oil imported 
and processed which is not being reported to the Bureau of Internal 
Revenue, since the freedom of the Philippines was estab] shed. 

We find that apparently there has been imported and processed 
considerably ovel half a billion pounds which has not been reported 
to the Bureau of Internal Revenue, and the Bureau has not gone out 
and found the processors and importers who are br inging it in. and 
therefore the 3-cent tax has not been collected. 

If that 3-cent tax had been collected, then our revenue during the 
past 6 years would have amounted to approximately $125 million. 
whereas the amount collected has been about $106 million. indicating a 
loss of revenue during that period of nearly $20 million. 

Mr. Jenkins. Mr. Chairman, is it against the rules to ask a question 
at this point? 

Mr. Coorer. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. I think you are making a very startling statement 
with reference to this failure to pay this 3-cent tax. You say it runs 
into millions of dollars, do you not? That is your estimate? 

Dr. COULTER. Millions of dollars and hundreds of millions of pounds 
of copra and coconut oil imported. 

Mr. Jenkins. As I understand you, you claim that since this bill 
was introduced, somebody in the Government somewhere has taken 
upon himself the responsibility of looking the other way, as It were, 
at least in not going out and collecting millions of dollars in taxes. 

Dr. Covuurer. Not since this bill was introduced. But since we 
changed our policy, and instead of merely collecting the 3-cent tax and 
turning it over to the Philippines, we began, when the Philippine 
Islands were declared an independent republic, to collect the tax and 
turn it into the general fund of the Treasury as a domestic tax. 

Mr. JENKINS, That is where it belongs, because that is what it Is. 

Dr. Courter. It means 2 or 3 million dollars a year is not being col- 
lected, and it means that since the Treasury has not developed any way 
of colng out and finding the processing and the crushing, oreat num 
bers of processors and crushers and users have just neglected to report 
to the ‘Treasury and neglected to pay their taxes. So that the fioures 
which have bee! used this morn. yr and which In venel have been 
used are very misleading. The Census Bureau figures of amount of 
copra crushed are 700 millon pounds less than the amount shown as 
imports of copra. And there have been no exports of copra. 

Mr. Jenkins. According to your testimony, it does not make any 
cditference what we do, whether we pass th S by 1] or not, f the bill 
proy ides for 3 ¢ ents al cd we do not collect it. 

Dr. COULTER. We should be collecting someth hy up tow ird SB5 
million a year, instead of the S17 million which the ventlemen have 
talked about. 

Mr. (C‘AMP. ‘| he tax 1s not collected when the copra ls Imported, like 


anv other customs duty / 
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Dr. Couurer. That is true. It is not collected at that time, and it 1s 
not collected when it is shipped from the port of importation to the 
processors, and it is not collected when the copra is crushed. It is not 
collected until a processing company takes the oil and starts to process 
it. And then if, by that time, they have completely lost track of it, 
why, well over half a billion pounds have just not been paying any of 
the processing tax. 

Mr. Came. Dr. Coulter, may I ask you a question there / 

Prior to L945, do you know how much copra or coconut oil we 
brought in from the Philippine Islands annually ¢ 

Dr. Couvrer. Yes. Practically all that which was brought in was 
from the Philippine Islands. The bulk of it was. 

Mr. Came. It would amount to how much a year? 

Dr. Courrer. At that time, at the close of World War I, 1925 to 
1925, we were bringing in about 300 million pounds of copra. 

Mr. Came. How much did we bring in last vear ¢ 

Dr. Couvrer. The last 5 years, that is, since we have introduced this 
new Ssvstem, we have brought lh an average of nearly SM) million 
pounds of copra per year, and 1 year, the largest vear in the last 5, 
we brought n lLoooo log pounds, We have trebled our Mmports of 


copra during that period between 1921 and 1951, notwithstanding the 
fact that we have had this 3-cent tax on since 1934. In other words, 
that has ot Vis bly deterred the bring y in of coconut oil for what- 
eve purpose we Ihnay wW ish to use it. \t one time it was largely for 
margal ne \) 7 then the dairy people al dl others vot into such a 
fieht,. ! 2? War Came on, and we could not get coconut oil, and we 


fted over to sovbeat and cottor seed ol. Now we use if for various 
other purposes; the largest individual purpose being soap. So that 
our imports have increased, 

Mer. Caner And are we not at the present time recelving as large a 
perce cri of the Philippine production as we ever received ? 

Dr. Couvrer. I think substantially so, although at the present time 
Europe is buying a considerable amount of nondollar items, instead 
of some tems from this country, and Western Europe is buying n 
little more copra al d coconut oil, because they are short of oils and 
fat 

But we are importing—Mr. Bells figure this morning, I think, was 
probably i very cood estimate—nearly half of all the copra produced 
n the Ph ppines, the other half Fong first for consumption over 
there, ed ble purposes, and soap and other purposes. 

And then. addition to that, we now Import about Loo million 
pounds of shredded coconut meat, which does not get into the oil or 
fat kettle at all. So that our imports have actually increased from 
just back a few years, before this tax was put on, from 400 million 
pounds to over at million pounds, ‘| his tax has not been a deterrent. 

Ineide tally, l am not convinced that the 5-cent tax is borne by 
either the domestic consumers or the domestic processors or users. 
I think that whenever the world supply of oils or fats or any other 
ommodity burdensome, that is to say, where the supply is ade- 
quate Ol ly irdel ome, the result of Aa tax of this sort is to reduce the 
price tothe produ ers inthe other part of the world, rather than to add 
it tothe miporters o1 processors or consumers 1n this part of the world. 


And at the present time, the leading authority on fats and oils in the 
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world, or claimed to be, is the chief economist and statistician and a 
high official of Lever Bros. in England. 

In an address made | day or two avo, at Copenhagen, Sweden, at 
a meeting of the world fats and oils industry, he said that the export 
able supplies of fats and oils throughout the world are abundant, with 
more likelihood for lower prices thon higher pp Ices, and that there ls 
no reason why anybody should say that there is a shortage 
of the combination of all these oils for all purposes throughout 
the world. And we have been constantly increasing the quantity 
imported in this country, except during the war vears, when we 
could not vet it. Then the Imports were needed, and we had to use 
domestic and we expanded our domestic industries of soybeans and 
tallow and sO forth, ul d now we have such an abundance that the 
present price of tallow, for instance, is between 5 and 6 cents, whereas 
the present price of coconut oil in this market, when the 3 cents is 


added to it, is nearer 15 cents. They have a market all right. 
Mr. Cooper. And further questions / 
Mr. Byrnes of Wisconsin will inquire. 
Mr. Byrnes. () l iis question of the tax evasion here, i> | under 


stand It, what you are alleging sthatina large number ot processes, 
wv tax, and in 


you are forced to pias and do pay the »-cent processin 
another element in the processing field if just does not pay any tax at 
all. It that correct ? 

Dr. Courter. 1am saying merely that when t 
we started to make a little stucly of that phase of it, and our present 
results, the sum total of our results up to the present moment, are that 

nstead of merely collecting it and turning 

it over to the Philippines -— 

Mr. BYRNES Wou d it change t] e manner of collect ne whet that 


is bill was introduced 


} 


! } 
since we chanved tT 


was done / Has the actual collect ne process been changed at all¢ 

Dr. Couurer. Well, it is like a great number of other taxes. The 
Bureau of Internal Revenue says, “Come and pay it.” And if you 
do not pav it, they do not get it. 

Mr. BYRNES. But there 1s the quest on of where It woes, whether 
we retain it here in the Treasury or whether the Treasury sends it to 
the Philippines, under the old system. But as far as the collection is 
concerned, that should not have made ny difference in the procedure 
followed. Now, did t ? 

Dr. Coutrer. I have before me this fact: That during the first 5 
years after the 3-cent tax was imposed, the average amount collected 
was about S27 million a year. 

Mr. Foranp. That is on how many pounds that come into the 
country 4 

Mr. Byrnes. It would be 3 cents a pound. The tax is still the 
Sire. 


Mr. Foranp. But if vou are going to get the total and have the tax 





colle ted, you ought to know how many pounds came in. 

Dr. Counrer. Yes: I have the number of pounds imported as copra 
ind as oil for each of the same vears. And during that period from 
1954. when this was pa sed, during that same period of 5 vears, the 


mports on the average were between five and six hundred million 


pounds, 
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Now, imports during the last 5 years have been seven and eight 
hundred million pounds, and yet the taxes collected have been about 
$17 million a year. The highest year was in 1936-37. 

Mr. Byrnes. Those figures you use are certainly available to the 
Bureau of Internal Revenue, are they not? 

Dr. Couurer. They are originally compiled from customs duties in- 
voice of imports, and therefore there is a Bureau in the Treasury 
Department that knows. 

Mr. Byrnes. How much is imported ¢ 

Dr. Couurer. Yes. But I have asked the Bureau of Internal Rev- 
enue: “Do you check these taxes collected against the imports?” 

And they say, “We are not interested whatever in the question of 
imports. That isa jurisdictional matter. The Customs Bureau knows 
that,” they say, “but we are not interested in it.” 

“Well, then,” I say, “do you ask the processor how many tons of 
copra or how many pounds of coconut oil have been processed ?” 

“No,” they say. “We don’t ask them. We merely say, ‘Here is the 
law. If you owe us any money, step up and give us your check.’ ” 

So they do not even know how much is crushed. 

Mr. Byrnes. In other words, what you are saying is that it is im- 
possible to reconcile the amount of imports with the amount of pro- 
cessing taxes that have been paid in recent years? 

Dr. Coutrer. To the extent during this last 5 years of well over 
half a billion pounds. 

Mr. Byrnes. That would be $3 to $4 million a year. 

Dr. Courter. So that would be nearly $20 million. 

Mr. Byrnes. And you are also saying, as I understand it, that your 
information through the Bureau of Internal Revenue is that they 
attempt no enforcement of this tax ¢ 

Dr. Covuurer. That is right. 

Mr. Byrnes. They leave it completely and wholly to voluntary re- 
porting and payment of the tax. Is that correct? 

Dr. Courter. Well, they claim that they have pretty wide coverage, 
and they think that they get most of the money, but they do not 
have any way of getting ‘control of the copra or coconut oil when it 
comes in and levying upon it. It is like you would with the with- 
holding tax and the wages. 

I then took the matter up during this short period with the Census 
Bureau and said, “You compile facts about industry and you have a 
set of publications called ‘Quantities of Raw Materials Imported 
Crushed and Amount of Oil Produced and Processed.’ ” 

[ said, “Do vou check that agamst the amount of copra and coconut 
oil imported ?” 

They said, “No; we don’t try to run the business of the Treasury. 

“Well.” I said, “if I should say that the amount shown as imported 
is so and so, and you show that the amount crushed is only so and so, 
and there is a discrepancy of 700 million pounds, how do you account 
for it?” 

And they said, “Well, we don’t know.” 

I said, “Was any of the copra reexported ¢” 

The answer was: “No, the record shows we don’t reexport copra. 
A small amount of coconut oil may be withdrawn and exported, in 
which case, if they paid the tax, they would get a refund.” 


bh) 
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I said, “Then what is your yield of coconut oil from the copra?” 

They said, “For rough calculating purposes, we say that 63 percent 
by weight of copra 1s oil extracted. But.” they say, “the few studies 
we have actually made averaged over a 5-year period for those who 
reported it is 63.8 percent. So,” they said. “we have a general idea of 
the amount of oi] which should have been or must have been produced.” 

I then said, “Well, having that figure, why has nothing been done to 
coordinate the quantity of imports, the revenue collected, the amount 
crushed, and the use of that much oil ¢” 

“Well,” they said, “every different department Is looking at the 
subject from some particular point of view, and nobody has it defi- 
nitely correlated.” 

Phat is why we say that this situation is really of such tremendous 
lnportance not only to domestic producers of tallow and vrease, for 
instance, but to the consumers, the Government, we Say that this subject 
is of such Importance that it merits a further detailed study by some- 
body. And we are going ahead with our studies. 

Mr. Byrnes. I want to find out what vou know about this enforce- 
ment of the tax. pavinent of the tax, irrespective of the merits of the 
proposals here. 

Now. this chai ve-Oovel who was ent tled to revenue from the tax 
was made in 1945. was it not ? 

Dr. Couurer. Ye 

Mr. Byrnes. After 1945 it went into the General Treasury ? 

Or. Coutrer. Yes 

Mr. Byrnes. And it is vour contention, as I nnderstand it, that since 


1945 there has beer it lack of enforcement 1 collection ox the tax. 

Is that correct / 

Dr. C ULTER.,. Wi 1] ] \ that oul colleetior Ss, which ran up to S27, 
S28, and $29 million a vear, now are 1 nning S17 or S18 million a year, 


} sp fe of the rict th if we ire Import gy more copra al ad coconut oil, 


and that there must therefore have been a complete switch in the 
methods of procedure, and the present methods, | say, do not indicate 
any very great effort to collect the tax, and apparently we are not 
dome SO). 


Mr. Byrnes. Is tthe ft i] processor who pays the tax? 


Dr. COULTER It the tirst processor of the oul. Now, the importer 

Ss not a processol He merely i ports. The storage man 1S hot a 
processol Phe tr sportat on man is not a processor. The one who 
hes the oOpra ls Ob 2 Processol of oil. He isa processor of copra. 


Then you have you ride Oo l. Th il s wl it 1s commercially sold. 
And the one ho buvs and processes the oil is the one that is supposed 
to report that fact Tor Tire (7over! ment. 


Mr. Byrnes. There is some difficulty in tracing the imports. 

Dr. Coutrer. There should be no difficulty, and the provision which 
this committee und the Hlouse ent red in the customs simplification 
bill would correct this ut in the meantime, to pass this act, would 
be just absolutely lict with what this committee and the House 


ms already done until very recently. 

Mr. Byrnes. What I am thinking about is until the actual transfer 
s made of the duty to collect the tax from the Internal Revenue Bu- 
reau to the Custon Bureau, that until that transfer takes place, 
apparently something has to be done over in the Bureau. if vour 
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charges are correct, to see that there is proper enforcement and col- 
lection. 

Dr. Couurer. Internal Revenue says this is one of these little mis 
cellaneous damned-nuisance tax items that is a bother and that does 
not produce much revenue, and apparently they do not spend much 
time at really tracing them down. Apparently they do not. 

Mr. Byrnes. If that is their attitude, I fail to understand it, be 
cause $4 or $5 million a year is still a lot of money. And it is hard to 
tind, if you are looking for new tax revenue. 

Dr. Coutrer. It is running at that, during the past 5 years, at the 
same time that through Mutual Security and other programs we are 
putting probably $50 million a year into the Philippines from general 
tax sources, and the repeal of this looks to me like just doubling the 
burden on the American taxpayer, without any benefit that we, of this 
organization, have been able to detect. 

We are unable to see anything to indicate that it would bring more 
tallow into the market. 

It was said here this morning erroneously, I believe, that the bulk 
of the synthetic detergents were made by the so-called soapers, the 
soap industry. That, I would say to this committee, is just literally 
not according to the facts as we understand them. The bulk, the very 
much larger proportion, of the synthetic detergents, are made by the 
oreat chemical and petroleum-refining industries, and not by the soap 
industry. It is true that the leading soapers, meeting that compet- 
tion from outside, from petroleum byproducts, and so forth, have 
developed a very substantial synthetic-detergent business, so that they 
can supply the cleaning trade as well as the laundry trade. But their 
products do not have an oil base. They have not taken over the soap 
industry with their synthetic detergents. The bulk of the synthetic 
detergents, I believe you will find are made in the chemical and pe 
troleum-refining industries. 

Nor can I see any basis whatever for assuming that there would be 
less detergents used for special purposes even if you took off this 3-cent 
tax, and even if all of it went to the home processors, and even if none 
of it reflected back to the Filipinos, even if none of it was reflected in 
lowered prices to the consumers, but if all of it went to the domestic 
producers, I am unable to see any figures available, anything to indi- 
cate that it would draw tallow back into the soap industry. 

Mr. Byrnes. Thank you. That is all. 

Mr. Cooper. Mr. King of California will inquire. 

Mr. Kine. Dr. Coulter, I have in my hand here a quite sizable num 
ber of telegrams that appear to have been directed to the committee 
by an equal number of rendering companies. I was not present on 
the dais at the time you commenced your statement, 

Do 1 understand correctly that you represent rendering concerns 
of the country ¢ 

Dr. Couvrer. The National Renderers Association. I do not rep- 
resent any individual rendering company. 

Mr. Kine. These, then, are apparently members of the rendering 
associations. And they all sav that they wish to protest the Havenner 
bill, and they in almost every Instance request that their telegrams 
be read to the committee and entered in the record of the committee. 

If it is true, Doctor. that you do represent these people, it does not 
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appear to be necessary that the text of each telegram be inserted in 
the record. You would agree to that. would you not ¢ 

Dr. Coutrer. I think what happened is this, that when this com 
mittee announced a few days ago that a hearing was to | 
so and SO, which had for its purpose repeal, the National Association, 


he held on bill 


of which IT am mer lv the consultn Yr economist, notified their 255 
members or more that the matter is not dead, hearn vrs are cong to 


be held, and if intere sted. they should make known their interest 
the matter, either to S. the asso ation, or to anybody they mh oht 


; 


wish. Some of them evidentlv brought it to vour attention. 


Mi Kina Well. mv event, I 1h olit rid ite it least mv ow) 
] 


splensire at hav nya siZ thle um bet of members of thie 1! dustry Ist 
thmost the identical language and insist that their telegrams not only 
be read before the committee but be made a part of the record. And 
I would say. Mr. Chairman, and in fact I would like to k unanimous 

nsent that the reeord not be burdened with the insertion of th 
ipply of telegral I} doctor is well able and competent to present 

r problem, ana | by eve it would he il needless expel Se. 

Mr. KEAN. IT} would not interfere W th niy hay ne read on sen 
tence out of one of those telegrams this morning would it / 


Mr. Kine. Not at all. There is quite a number, Mr. Kea 

Mr. Kean. Ionly got one. 

Mr. Coorrer. Were the telegrams addressed to the gentleman from 
California / : 

Mr. KING. No: they ie val ously iddresse | Fo thi niost part, I 
believe they are addressed to the committee. 

Mr. Mason. Then the should be in the charge of the cor imittee 

Mr. Kine. I will be pleased to put them in the charge of the com 
mittee, | merely do not helieve that they should hy mace a part of 
the record. 

Mr. Mason. Well, all you have to do is not ask that they be made a 
part of the record 
Mr. KING Sut ti ey nsist th if they he made a part of the record. 
Mr. MASON, Let then nsist. We do not have to carry out any 
<istence, , 
Mi KiN¢ I rest my « ise, Mr. Cha rman. 
One more thn cr, | wonder. on the matte! Mr. Byrne ~ questioned 
Dr. Coulter on, and which immediately made me pay strict attention: 
Has it been taken into consideratio) by you, Dr. Coulter. that a con 
siderable amount of the imports of coconut oil go to stor kpiling, and 
that that may account for the reason that the tax discrepancy would 


il 


show up ol by e\ lent. ! ismuch is the sto kp | neg wo ld not have 


i tax ley edi upol t ¢ 

Dr. Couurer. Yes. Mr. Congressman. when we first noticed this 
that was mv first reaction. I said, “Well. evidently somebody thinks 
they are keep ne the information secret for secu ty reasons.” But all 
anybody would have to do would be to look at the two sets of figures. 
and they would be able to ealeulate how n uc] Is ToINg, Into sto kpili or 

But then whe I commenced to look into that and fom l that this 
t ne wa in t pling uy nee the Fourt of Julv of 1946, 
when the Philippine Independence Act went into effect. I said, “No, 
that cannot be. because were not stockpiling during “46, “47. 748, 
oO! ) not until e] yay ifter June "hy i 1 the only ! rela 
tively small ai \ I said, “They ould ( ry bly have 
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stoc ‘ky riled this much coconut oil.” And the nh ] comme need to 1 quire 
aan any was being exported, whether the yield might he out of 
line, that 63 percent or more. “No, that has been tested.” Whether 
there could have been shrinkage. No; apparently there are many 
clitferent bureaus eac h looking after its own business and eac h indit- 
ferent or not caring about the business of the others, and not want- 
ing the others to be butting into their business. 

I _ to myself and to the officers of National Renderers Association, 

OW e Tl. his has become so formidable In amount und mM dollars and in 
uses that I think we should look into it and find out what is out of 
order here.” And this is the result up to date. We are not quite 
through with our investigation, and we would like to present the full 
results if the committee does not act too h istily on this. 

Mr. Kine. Have you made inquiry as to what if any amount would 
be yong into the stow kp le? Isthat a correct understanding ¢ 

Dr. Couurer. The Bureau makes a report, in which they carry a 
footnote, In W hich they Say that they do not d sclose year end inven- 
tories which are in stockpile. And that is all they will give out pub- 
licly at all. And we had no need for the information, or desire, except 
that if it could amount to the oil from hundreds of millions of pounds 
of copra, it would take a lot of steel to build the necessary storage 
places to carry such quantities 

Mr. Kine. But you do not know what amount, Doctor? 

Dr. Couuvrer. We know this, of course, that they didn’t start stock- 
pili oO back in 1946, 1947. 1948, 1949. and 1950, We know, therefore, 
that since the discrepancies starting appearing during this period, it 
must be que to other reasons. 

Mr. Kine. Very well. 

Dr. Couurer. We think it is just poorly worked out methods of pro- 
edure in the colle ting of the data at point of mportation and storage 
and shipment, and the Census Bureau's uses, and in Government reve- 
nue. We think that section 22 of the customs simplification bill which 
was passed by this committee and by the House would change this 
entire picture, and we think then that the revenue would be more 
nearly $25 million than $17 million a vear, if the same amount of 
copra comes In al d the same amount of ol is processed. 

And we think that the injury would be all the greater, because with 
this processing tax removed we think it would result in not only lower 
prices still for our agricultural fats and oils, but greater stimulus to 
the imports and ereate competition on the part of our own group, and 
greater disturbance to our own economy, without gaining particularly 
for the Philippines. ; 

We cannot see the two lines of reasonil g@ meet, when one proponent 


of this bill says, “This is going to make the Philippines prosperous, 
because the Vy are going to get 3 cents more for their oil,” and the next 
one says, ot Sis going to make Amer can mn ch ustry prosperous, be- 
ause our processors and users are going to get their oil for 3 cents less.” 

Evidently the two are not looking at the thing from the same side. 
They have st aboslutely opposite views, Actually, repeal of the 
» cents wo ild depe d on the law of supply and demand and Intel 
natior Ll compet t1oOn And if there is ore eat surplus, it could be pushed 
back on thi pp lucers all over the worl a. 

[f there was a shortage, it would affect the domestic price. 


Mr. Cooper. Any further cianitiietia 
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If not, we thank you for your appearance, Doctor, and the informa 
tion vou have given the committee. 

Dr. Covurer. May I, Mr. Chairman, at a silghtly later date supply 
as rapidly as may be this supplementary information which we are 


/ 


attempting to compile 
Mr. (COOPER. \ ou may confer with the clerk. If the hearings are 
still open, without objection vou may submit it for the record. 
Dr. Couurer. Thank you. 
Mr. Coorrer. The next witness is Mr. Arthur Winn. Is Mr. Winn 


here 


STATEMENT OF ARTHUR L. WINN, JR., ATTORNEY, THE NATIONAL 
INDEPENDENT MEAT PACKERS ASSOCIATION, WASHINGTON, 


D. C. 


Mr. Winx. Yes. su 

Mr. Cooper. Are you appearing with Dr. Coulter? 

Mr. Winn. No. 

Mr. Coorer. All right. Please give your name and address and 
the « apacity in W hich you appear for the record. 

Mr. Winn. My name is Arthur L. Winn, Jr. [am an attorney for 
the National Inde. ndent Meat Packers Association l have a state 
ment of about 5 minutes. 

Mr. Coorer. You are recognized, and you may proceed, 

Mr. WINN. May if please the committee, I appear on behalf of more 
than 500 indepence nt meat pa kers, members of the National Inde 
pendent Meat Pa kers Association. Ou members ire lo ated through 
out the United States. 

H. R. 6292 would eliminate the 3-cents-per-pound porcessing tax 
now and for many years applicable on coconut oil. Coconut oil is 
directly competitive with tallow and lard, two of the important prod 
ucts of the packing industry. The elimination of this processing tax 
will be a real blow to domestic producers of livestock, both cattle and 
hogs, as well as to domestic producers of soybeans, cottonseed, and 
peanuts, The oils derived from these products are all largely inter- 
changeable and competitive. The elimination of the »> cents process- 
Ing tax on coconut oil will very substantially reduc e the cost of coco 
nut oi] and the result will be substantial increase in imports of coco 
nut oil and a depressing of the price level on domestic fats and oils. 

When a meat packer purchases cattle or hogs for slaughter, the 
purchase price must be calculated, not only on the basis of the meat 
which w it] be derived from the animals but also on basis ot the selling 
prices for the by produc ts. of which tallow in the case of cattle and lard 
in the case of hogs are very important. The domestic prices for tallow 
and for lard are now and for a long time have been severely depressed. 
While the pri e level ot commodities generally 1s far above the prewar 
level, pu wes On tallow ind lard are below the prewar pr ce level, The 
depressed desperate selling prices for these important animal fats have 
necessal ily increased the prices for meat whi h miust be obta ned if the 
packing industry is to recover the purchase price paid for the animals. 
\ Tl ally, both ment and animal prices are well below the levels fixed 
by the Office of Price Stabilization and a further depression of selling 

] 1] 


prices wil] hurt not o7 i\ the packing industry but a livesto« k 


produ eTs, 
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We feel that the present bill necessarily means a further lowering 
f the already greatly depressed market prices being received by pro- 
ducers for animal fats and we therefore ask that the bill be dis- 
approved, 

Two al | itements by Mr. Bell interested Tie, As I understood his 
testimony, I got the lipression that coconut oll comes into the country 
1a certain volume, because a certain amount of it Is essential. And 
[ also, asa part of th: it picture, got the impression that coconut oil could 
not be increased much in volume, because it had such limited uses. 

Now, I have i mi han cl a statement prepared by Dr. ¢ oulter, In 
which he wives ii portil vu hig rures on coconut oil, copra, dur hg the last 
50 vears, and I find that the star ht of copra coming into the country 
has fluetu ited gre tly in volume from yeal to year. 

For example, in the middle thirties, the volume was around 500 mil 
lion po inds a vear. During the war years, when the Philippu es ana 
outheast Asia were in war trouble. the volume fell down to less than 
200 million pounds. Since the war, in 1947, for example, the volume i 
up to S77 million pounds. 

In othe words, hia if ple ase the comm ttee, ap pears to me ob 

ous from these figures that the volume of copra wh r pe an come into 
the country and which can displace domestic oils is obviously very 
flexible. It can be greatly increased. And our people certainly 
hink “>, 

Now, the other po nt that see ‘med to me to be the other leading point 
made by Mr. Bell was this. He said, as I be lie ‘ve, Or gave the impres- 


] 


s10n to me at le Pas ab if you wou ld take this 5-cents-per pound tax 


ff, from coconut oll, at t would lowe the price and greatly Increase 
the volume of soap Sree eet because of the price reduction. 

Well, in this same statement of prices that I have here from Dr. 
Coulter, showing prices for the last 50 years—-and our attention is di 
rected to those for the last LO years o1 SO we find that the tallow indus 
trv has reduced prices, because of general market conditions, from 
IS cents a pound l LOAT ind 14.4 cents pel pound Nn LO48, dow) to the 


prese nt level of 5.8 cents. 
In othe WOrCUs, mit) { please the committee, recduet ions in costs 


for the making of soap have already bee) ho e by the tallow produ 


ng industry and the fat-producing industry far greater than this 


-cent reduction here propos ec. And there has been no noticeable 
ch ange In the relative competitive posit of detergent versus soap. 
And it seems to me from those fis gures it 1s aia clear that any hope 
that we may greatly increase the production of soap by a simple 5-cent 
reduction n the costs to the so a makers on coconut oil is one that Is 
not rong to work out. 

Mr. Martin. What changes are involvect in sy increases in price? 

Mr. WINN. It n , well for me to re: Mr. Martin, the prices 
from 1946 to date, the annual prices for eile tallow, No. 1 grade. 

In 1948 the price was 10.9 cents per pound. In 1947 it was 184 
cents per pound. In 1948 it was 14.4 cents per pound. In 148 it 
Was 0.0 cents pel pound. In L950 it was 7.6 cents per pound, And nn 
L951 tl e price level was 5.8 cents per pound, 

Mr. Masri. Thank you. 

Mr. Coorrer. Any further questions / 

If not, we thank you for your appearance and the information given 
the committee. 
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Mr. Winn. Thank you. 

Mr. Coorrr. The next witness is Mr. Armstrong. Is Mr. Arm- 
strong here? Come forward, please, sir. 

Will you please give your name, address, and the capacity in which 


you appear for the record ¢ 


STATEMENT OF IAN ARMSTRONG, ASSISTANT TO THE PRESIDENT, 
EL DORADO OIL WORKS, SAN FRANCISCO, CALIF. 


Mr. Armsrronc. Ian Armstrong, of El Dorado Oil Works, of San 
Francisco, assistant to the president. 

I, first of all, would like to sort of reassure you that you do not have 
to put the FBI on the track of the Treasury Department collecting 
those things. I think the whole situation is explained by the stock 
piling program. That takes care of the whole thing. 

In our own plant, we find that the Treasury Department are very 
precise and meticulous in collecting the 3-cents-a pound processing 
tax, and I have no reason to assume that that does no vO through the 
whole country. 

Now, on figures, there have been many varying figures mentioned 
in regard to the copra production. The largest year we ever had was 
1947. And throwing in all the locally produced and crushed copra, 
together with desiccated coconut, which really has nothing to do with 
our present program, we ran slightly over 1 million tons a year, That 


has steadily declined since then. In the prewar years we imported 
from the Philipp nes about 90 percent ot their production. That has 
steadily declined until the last year or first portion of this year, 
the percentage is down to about 45 percent. kor the whole of last 


vear it was down to 50 percent, where we originally were bringing in 


t hundred percent. So any attempt to say that large quantities of 
copra are coming in here and disturbing anvthing is not borne out 
by the facts. 

Then, in 1954, there was a world depressiol and under Public Law 
No. 10 of the seventy third Congress (the old AAA) processing taxes 
were Imposed on coconut oll. (on January 6, 1956, the United States 
Supreme Court in the Butler case declared’ the processing taxes in 
valid oy) all commodities under Public Law No. 10 but left the tax on 
coconut oil. It will be seen, therefore, that the principle under which 
processing faxes wert mposed was late) reversed, but largely through 
political ineptitude, the tax on coconut oil remained in effect. 

\t the time this tax was originally Imposed the United States was 
on a net import basis on oils and fats and there was some justification 
ror protecting domestic ndustry. We have, however, since the late 
war been on a net export basis whi h completely removes the necessity 
for any protection. And this talk that Dr. Coulter had about his in 
come protection and so forth being reduced has absolutely ho bearing 
upon the situation whatsoever when the country is on a net export 
basis. 

In 1934 we had to Import a net of 1.3 billion pounds of oils and 
fats whereas in 1949 we had a net export surplus of 1.23 billion pounds. 
In 1950 the export balance was still around 1 billion pounds and in 
1951 was 12 billion pounds, So we are committed to an economy 
where we have to export tremendous quantities. , 
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We now lead the whole world as exporters of oils and fats hnd to 
retain a processing tax on an imported oil is a complete anachronism 
and a definite injustice to coconut oil. 

This processing tax of 3 cents per pound forces the Philippines to 
sell most of their copra and oil to Europe. Buyers in this country can 
only pay a price less than this 3 cents per pound which naturally 
depresses the market. When coconut oil is 10 cents per pound, as it 
is at present, the buyer here has to pay 15 cents per pound. On the 
other hand the European buyer gets his oil at 10 cents which is highly 
competitive with our exported soya and cottonseed oil as coconut 
oil in Europe is largely used for edible purposes. 

There you have the direct competition between our exporting oils 
in the European market, by having cheap coconut oil, because of the 
depressed condition and this 3-cent processing tax. 

The net result, therefore, is that this tax in this country actually 
holds down the price of copra and coconut oil in the European market 
and makes it more difficult for us to sell our sovbean, cottonseed oil, 
lard and tallow. Being on a net export basis, our prices here are 
largely gaged by prices in Europe and no processing tax or import 
duty here would affect the world situation. Elimination of this 
tax would materially improve the world price of coconut oil and place 
our oils on a more competitive basis. There will be no competitive 
situation in this cCOUNnTPY as eciible coconut oil represents only about 
| percent of our whole oil consumption: 1 percent, or 114, or some 
thing like that. It is wholly illogical that the users of coconut oil 
in the United States should have to pay 3 cents per pound higher than 
the rest of the world. 

Coconut oil—and this is important—and will explain what some peo- 
ple have attempted to claim here avout the interchangeability of these 
oils and vegetable oils and so on—has a lauric acid base which is not 
true of any vegetable oil produced in this country. That is a basic 
factor when we are discussing coconut oil. For this reason the Gov- 
ernment is stockpiling coconut oil and it is obviously unrealistic to 
retain a tax on such a commodity under the circumstances. 

Originally coconut oil was used in large quantities in the manufac- 
ture of oleomargarine, principally because of the fact that at tempera- 
tures up to 72° it is a solid white fat. Now, that is something 
that no domestic oil can be. However, it was later found that domestie 
oils like cottonseed, soy, and peanut, suitably hydrogenated, were 
superior for the manufacture of oleo, sO that for some vears now there 
has been no coconut oil used in oleomargarine. They find in this 
process of hydrogenation when they get just the degree of plasticity 
they require, for the most desirable oleomargarine, whereas if you 


use coconut oil you have to take this 72° or 73° melting point, 
and you are stuck with it. This has removed the objections which 
the dairy interests have consistently had aoninest coconut oil. A small] 


amount of coconut oil is refined and used in popcorn, candies, and 
shortening, but this amounts to only about l percent of all edible oils 
used in this country. There is, therefore, ho risk of coconut oil en 
croaching on domestic oils. Any improvement competitively due to 
the removal of this tax would merely be reflected in the ability of soap 
makers to produce a better quality soap with improved lathering qual- 
ties and thus assist them in meeting the increasing competition from 
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detergents. Detergents since the war have taken about one-third of 
the soap business and the removal of this tax will help the soap makers 
to meet competition on a more equitable basis. 

There the point is that if you can get back some of the business lost 
by the soap people to the detergents by mak) ya better soap. you are 


automatically going to use more tallow, and the tallow people certainly 


should be on our side of the fence. and those who have been fully 


informed on the Pacific coast are very definitely on our side of the 
fence. , 

A major consideration in connection with this processing tax is the 
fact that the United States is vitally interested in maintaining a 
strong economy in the Philippine Islands. Copra is their main 
export, representing the backbone of their economy and largely pro- 
V ides the dollars with which they can purchase our produ ts. 

Now, I have here what probably is in the record already, statistics 
which show that the Phi lippines in 1951 purchased $110 million 
worth of farm products from this country. Unless they get the 
dollars somewhere to buy that. they are going to lose the business and 

he farmers are going to be worse off. 

Prewar 90 percent of Philippine copra was shipped to this country. 
This percentage has steadily declined, until last vear it Was VOY 
percent, and in the last 6 months it is down to 46 percent. 

This is largely attributable to the processing tax which in effect is 
an import duty equal to m2 per long ton on every ton of copra shipped 
to this country. At the present price ot copra this is equal toa duty 
of over 30 percent which under ordinary circumstances would be 
considered outrageous with a friendly nation, particularly on a com 
modity which is not produced in this country. 

Removal of this tax would clearly stimulate the copra business in 
the Philippines and place them on a self-sufficient basis instead of 
the United States having to continue financial relief which we are at 
present committed to do at the rate of $50 million per vear for 5 
vears. This. moreover. would be statesmanship of a high order. 

It may be mentioned that coconut oil crushed from other than 
Philippine copra, or that from United States POSSeSSLONS, carries an 
acl litional tax of 2 cents per pound, so that, ine fect, for many years 
this country has imported only Philippine copra. On the other hand, 
babassu oil, which is a comp slete substitute for coconut oil and comes 
from Brazil, has been duty free at all times. There seems to be no 
good reason why Brazil should have this marked advantage over the 
Philippines with whose interests we are mu h more closely identified 
and in whose economy and ye we have definite responsibility. 

When the Philippine Trade Act was being prepared in 1946 the 
avowed intention was to place the Philippines, as far as possible, on 
the same basis under independence as they hac enjoved during our 
regime. Unfortunately, the question of the processing tax was passed 
by. The original arrangement, in which it was clearly realized that 
the processing tax was an injustice to the Philippines, provided for 
the remission of this tax to the Philippine Government in order to 
correct this injustice. However, under independence these payments 
were stopped altoget hei although it was alw: ays the intention of the 
Filipinos that this tax should he canceled in order to matntam the 
status quo. 7 hroug! overs alt on the part of both covernments, no 
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provision was made to adjust this situation, and this unjust tax has 
been perpetuated to the distinct disadvantage of the Filipinos. 
Prompt repeal of this processing tax, therefore, would correct this ob- 
vious Injustice and at the same time return the Philippines to their 
original status. , 

(nother bill, IL, R. 7188, now Public Law 391, has just been passed 
by both Houses and was signed by the President on the 12th. It pro- 
vides for the elimination of the extra 2-cent-per-pound processing tax 
on coconut oil produced from other than Philippine copra. 

Phe same principle which motivated this bill 7188 applies with equal 
force to the present 6292 and clearly demonstrates the logic of remov 
ng such taxes. Bill 7188 removes the 2-cent tax on oil from United 
States mandated territories and our bill 6292 would remove the 3-cent 
tax on oil from the Philippines, which for all practical purposes is 
commercially still a United States mandated territory. The parallel 
s inescapable. 

Mr. Coorrr. Does that complete your statement Y 

Mir. Armsrronc. It does. 

Mr. Coorer. Mr. Camp of Georgia will inquire. 

Mr. Came. Mr. Armstrong, are we not now importing or purchasing 
from the Philippines as large a percentage of that production as we 
ever did / 

Mr. Armsrrone. No; much less. The figures I have quoted show 
that this year we only brought in 45 percent of the whole production. 

Mr. Camrv. I think if you will refer to the statistics, we never have 
pour hasect over 40 perce nt of their crop. 

Mr. Armsrrone. I am afraid I have to disagree with you. Pre 
war we purchased up to 90 percent of it. 

Mir. Came. Before the war ? 

Mir. AnmMsrrona. Yes. 

Mr. Camp. Do you have the figures on it ¢ 

Mr. Armsrrone. I don’t have the figures with me, but Mr. Rocea, 
who follows me, has some actual figures on that point. 

Mr. Came. Their production has dropped more than 50 percent, 
has it not / 

Mr. Armsrronc. Well, their production has held up fairly well, but 
the percentage that comes to this country has dropped off materially, 

Mir. Came. I am informed that whereas they used to produce up- 
\\ ira orvzn 1] ] lone tons, they produced shghtly less than il million 
ist vear. 

Mr. Armsrrone. No, that 2 million long tons was probably some 
thing like the 2 billion pounds, or something of that sort. The peak 
year was a little over 1 million tons, and I think last vear it was some 


} 
tT? } mond SOU, 


Mr. Camp. You do not have the actual figures, though, do you ¢ 


Mr. Armsrrone. I don't have them right here, but I am quite sure 
Mr. Rocea. who followsJhas more definite figures than IT on that. 

But I am pretty sure of these figures, because that is our bread and 
Dbutter, how ‘those things fo. Other people look up the figures for 
something to make an argument on, but that is our business. 
Mr. Coorrr. Is there anything further ? 

If not, we thank you for your appearance and the information you 


have given the committee. 
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Mr. Armsrrone. Thank you, sir. 

Mr. Coorrer. The next witness is Mr. Rocca. Come forward, sir. 
Will you please give your name and address and the capacity in which 
you appear for the record ? 


STATEMENT OF B. T. ROCCA, JR., VICE PRESIDENT, PACIFIC 
VEGETABLE OIL CORP., AND DIRECTOR, NATIONAL INSTITUTE 
OF OILSEED PRODUCTS, OF SAN FRANCISCO, CALIF. 


Mr. Rocea. Yes. My name is B. T. Rocea, Jr. Iam vice president 
ol the Pacific Vegetabl Oil Corp. of san Francisco. I am also here as 
a director of the National Institute of Oilseed Products of San Fran 
cisco, and I wish to present a resolution of the Pacific Coast Tallow 
Renderers Association on this matter. 

Mr. Coorer. Without objection. you may mn Lice your resolution in 
the record. 

Mr. Roc A. ‘| he N ito} i Institute of Oilseed Products s composed 


of some 50 members compris ng oll mills, processors, Importers, steam 
Ship OMipahiles, surance colnpantes, al | others largely CO! nected 


with the copra and coconut oil industry. All of us have been very 
much concerned with the continued dec] ne in copra production, and, 
to answer Mr. Camp’s question, which Mr. Armstrong was asked last 
Lime, | can give you the statistical picture on those copra exports. 

The OFAR, that is, the Office of Foreign Agricultural Relations. 
does not have published figures on those exports. However, the year 
book of the Philippine Islands, Statistics of the Philippine Govern 
ment, show an export fivure for the prewar years 1935 to 1939 of 
710,520 tons per year. 


I think possibly what Mr. Camp had in mind on the “2” figure was 
the 2 billion pounds, liste ul of 2 million tons 

Mr. Camp. IT had in mind not the export figures but the production 
of copra. That is, not only what they exported to the United States 


but what they produced 

Mr. Rocca. Yes 

Mr. Camp. And my information was to the effect that their pro 
duction has declined, that they do not produce as much as they used 
to produce, and that they still send us about the same percentage of 
their crop t it they have ly LVS sent us. 

Now. if vou have figures on that. I would hike to have them 

Mr. Roce. Yes. I have some figures on that. Mr. ¢ unp, and I am 
pps to vive then to vou. 
o 


ure of (10.000 tons was the export fig re. Now. that firure 


neluded exports of copra, exports of coconut oil expressed in terms 
of copra, exports of desiccated coconut. Tam not sure whether it 
included domestic production. 

Mr. Camp. That is exports. 

Mr. Rocca. Yes, but the domestic production exceeds exports i 
the case of the Phil ppines by some 75,000 tons in terms of copra. 

Mr. Cane. I mean the islands of the Ph lippines. How much do 
they produce, ana how muel ol t] ell product on do they send to the 
United States / 

Mr. Roc 1. Those are the figures which I will give vou. 

] 


| was apparently neorrect when I said that that was the export 


firure 
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I am now informed that that is the production figure. The dif- 
ference between the production figure and the export figure will be 
about 75,000 tons in terms of copra. That represents the consump- 
tion within the Philippine Islands of their twenty-odd-million people. 
They export about 90 percent of their total production. 

Mr. Camr. Whom do they export it to/ 

Mr. Rocca. They exported, prior to the war, almost entirely to the 
United States, because at that time the Philippines were a dependency 
of the United States. and we gave them the preferential treatment 
which we did not accord to copra from the Dutch East Indies or from 
southeast Asia, and those copras consequently went to the other mar- 
kets and the Philippine copra went to the United States. 

Now, I have some more recent figures. In 147, imports of copra 
into the United States amounted to 677,000 short tons. That was 
approximately the same as what we were importing before the war, 
even though we had an increase in our population of about 10 percent. 

In 1948, our imports had dropped down to 448,000 tons of copra. 

In 1949, they were 428,000 tons, a decline of about 37 percent from 
L947. 

Mr. Camr. Now, will you answer me this question: What about 
the rest of their copra’ If our receipts have been declining, what 
happened to the rest of the copra product 1on ¢ 

Mr. Rocca. The rest of the copra production from the Philippines 
went largely to Europe, also to Latin America, to Japan, and to other 
markets which, during the postwar period, were starved for fats and 
oils. We had a very serious world wide shortage of fats and oils, 
and that is where that additional copra went. 

Mr. Camp. Do you have figures on how much there was of that 
that went to other countries / 

Mr. Roc 1. Ith nk I do have figures which will ceive that indirectly, 
here. 

In 1951, shipment ot copra from the Philippines to the United 
States totaled only 442,648 tons out of a total of SS82,444 tons exported 
from the Philippine Islands. About one-half of the total Philippine 
shipments thus came to the United States in that vear. 

In previous years, the percentage was a large figure. Prewar it was 
90 percent. In 1948, 71 percent: in 149, 691, percent; m 1950, 
67.3 percent 

In 1950, the declining trend was temporarily reversed as a result 
of our Government stockpiling program for coconut oil. The figures 
of the Munitions Stockpiling Board are, naturally, confidential. We 
can only estimate what they might have been, but it is interesting to 
note that imports of coconut oil and copra in terms of oil for the year 
1950 exceeded the actual consumption by nearly 200,000,000 pounds, 
and in 1951, imports exceeded consumption by 116,000,000 pounds, 


\ very grave allegation was made earlier today that the coconut 
oil processing industry is avoiding the payment of taxes. I believe 
that that is entirely incorrect. The discrepancy hetween the import 
figures and the consumption figures is almost entirely explained by 
the Government stockpile figures and by the export figures. _T believe 
the statement was made that the United States was not reexporting 
coconut oiland copra. That is not correct. Canada and Latin Amer- 


ica have been draw Ing heavily upon the United States for reex ported 


copra ‘Abel oconit oil. 
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The figures for the 6 years 146 through 1951 amounted to 213,000,- 
000 pounds. Well, you add that to the stockpile figures which I have 
earlier indicated, and you quite adequately explain the discrepancy 
which was causing the committee, | am sure, a great deal of concern. 

Mr. Martin. Is that stockpiling in the military stockpile or civilian 
stockpile ? 

Mr. Ri cca. That is military stockpiling, or at least it is the Muni- 
tions Board that is stockpiling that oil. 

I might explain that the Munitions Board keeps the oil in its crude 
form, and ¢ onsequently notaX Is paid On the oil. The tax 1s only paid 
on the first dome stic prom essilhg of Coconut ¢ il. Cor sequel tly, why oll 
th it went into the sto ky le wol i repre Se@nt al eNCess OF TMIpOorts Oovel 


tax recelpts. 


Phe principal r LsoO for this changing situation sto be Tound in the 
fact that the entire fats and oils economy of the United States was 
chat ged during the war wma subsequently. It has been very hnterest- 
ing to me to note that the opponents of this bill have ignored com 
pletely in their testimony the fact that the United States is now one 
of the most hiportant uppli rs of fats al al oils to the deficit areas 1n 
the world. We now export 25 percent of our lard, nearly 25 percent 
of ow tallow: 2 tou percent OT our soybeans na sovbean oil, and 
W tho t eXce ptior lira ind oils pro luction here ust be dependent 
Ih part © eAPOrt tiarket. Anything that e i) ao to improve 


that market is bound to react to the benefit of the American producer. 
It cannot be otherwise. 


. I 
is substantially larger than it was in 1951, and further. since the 


i 


It ls ndeed evidel t that sines our fats and oils product nthis vear 


preliminary forecasts of our 1952 and 155 crops are that we will have 
another record produet on, Il s quite clear that we are g ing to have 
to continue exports of Tats ind oils from the United States in a rather 
substantial way. 

It is very difficult for me to underst: 
have to sell their products in the wor 


ind how these producers who 
ld market car expect to con 
tinue to have that market readily available to them unless some 
dollars are provided through the sale of foreign goods in the American 
market. And what could be more logical than to provide those dollars 
with a commodity such as Philippine copra and coconut oil, which 
we cannot produce here, which has properties which cannot be duphi 
cated by any American fats and oils? 


Something has beer ili here of the interchangenb t\ ot tats and 
oils, and that imtoan certa eXtent true. suit does anvbody seriously 
believe that you are going to find a manufacture! repla Ing s-cent 


tallow with 13 cent coconut oll if it is truly interch ungeabl 4 There 
has not been a time since the end of the Wat when coconut oil ona 


tax excluded basis was lower that the price of soybean oil. In fact the 
price of coconut oil o 1 tax-excluded basis has at all times been 214 
to 3 cents a pound abov tallow, and often it has been as much as twice 
as high as tallow in pric 

The reason for t] I st emi e rlier, Deculine e ale ow export 
ing fats and oils, and the | ted States price =the world market price, 
less tral portato OsTts, = id rf by no the world market 1] ce plus 


import duties. 


It would not matte! f we | id i. dollara po ll cl mport tax on cotton 
seed oj]. f we nre hot mport wahnyv. We wo ld itford no protection 


I 











\ REPEAL OF PROCESSING TAX ON COCONUT OIL 


to our domestic produ ers who have to sell some of their cotton m the 
world market, and it is there that they would meet this competition. 

| could not agree with anyone more than I would with Mr. Coulter, 
when he said and | have to paraphrase, because | couldn't take down 
his quotation exactly—he said something to this effect: “When sup 
plies of fats and oils are adequate or superabundant, the effect of the 
processing tax on coconut oil is to reduce prices to producers, not to 


/ 


Increuse Costs To « onsumers. 

| agree emphat cally with that statement. Lhe etfect of this process 
ing tax has been to depress world market prices, the very world market 
in which we just sell our American soybean oil, our American lard, 
and our American tallow, and if we don’t have access to that world 
market we will certainly have to do something about curtailing pro 
duction. If we wish to continue producing as we are now the quan 
tities of soybeans and soybean oil and lard and tallow which we 
do, we must maintain that world market, and there ts no better way to 
maintain it than to remove this processing tax on coconut oil. 

The question has been asked as to how much of this 5 cents per 
pound would be reflected as a benefit to producers and how much of it 
would be reflected as a benefit to consumers. 

I think that that is quite impossible to answer with any degree of 
accuracy. Probably the answer lies somewhere in between. To the 
extent that the pri e as reflected is a benefit to producers, we raise the 
world level of fats and oils into which we sell our surpluses. To 
the extent to which the benefits are reflected -as a reduced cost to the 
consumer, the consumer benefits, at a time when we are all concerned 
with inflation, and furthermore I believe the soap industry would 
henetit, thereby providing somewhat of an increased market for our 
domestic production of tallow. 

My personal opinion is that tallow and coconut oil have a great deal 
n common; that we have to work together to try to regain our 
market, rather than to fight against each other, a fight which is not 
accomplishing anything by way of improving market conditions. 

l might say a word about market conditions, because Mr. Martin 
spoke about the problem of the fats-and-oils market earlier today. 

It is true that we have had a very serious decline in fats-and-oils 
prices in the last vear. Prices of fats and oils. unlike those of the 
general price level, are less than 50 percent of where they were a vear 
ugo. But I submit that that reduction in the price level of fats and 
oils generally is not the result of cheap competition from coconut oil 
from the American market, because coconut oil has at all times been 
well above the pl ice of fats and oils in our market. 

The thing that has happened has been that the United States had 
avery good cotton crop W ith a vers large production of cottonseed oil. 
Italy and Spain and the Mediterranean Basin had a bumper olive- 
oil crop. 

The production of copra is still below, in the world as a whole, what 
it was before the war. because of the conditions in the Dutch East 
Indies and Malaya, where we have very disturbed conditions. Conse- 
quently, we have to look to another answer to improve our domestic 
fats-and-oils market. 

In my opinion, one of the best answers we could make would be to 
eliminate the processing tax on coconut oil which, as it appears to us, 
would injure no one, al ad would bring col siderable benefits to many. 
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I am not going to read the rest of my prepared statement. because 
[ think that time is important, and I believe much of it has already 
been said, but I do have one thing that I would like to say here. 
Mr. Coorer. Without objection, you may include it in the record 
(The prepared Statement referred to follows:) 


STATEMENT BY B. T. Rocca, Jr., Vick PRESIDENT, PACIFIC VEGETA Cnn ¢ 
PORATION, AND DIreEcTOR, NATIONAL INSTI E OF OILSEED PRopt« OF S 
FRANCISCO, CALII 


Mr. Chairman and members of the Ways and Means Committee. I am the ‘ 
president of the Pacific Vegetable Oil Corp., at 62 Townsend Street, Sat rar 
cisco 7, Calif I am here to represent the National Institute of Oilseed Prod 
and to present a resolutior f the Pacific Coast Renderers Association rm corre 
tion with H. R. 6292 Incidentally L was Chief of the Fats and Oils Sect 
the Commodity Credit Corporation for about 2 to 3 years and was ter DD 
of the Procurement Import Division of the Fats and Oils Branel 

The National Institute of Oilseed Products is composed of some Ot emile 
comprising oil mills, processors, importers, steamship companies, insurance con 
panies, and others largely connected with the copra and coco1 ndustry 
All of us are very seriously concerned about the continuing decline in the quantity 
of copra which we have been able to import for manufacturing he Unite 
States a decline due to ou inabil ty to compete on equal Terms tl roreigi 


buyers who, unlike ourselves, have no processing taxes to pay on the product 
their industry 

This decline started since 1947 when our imports of copra amounted to 677,661 
short tons; in 1948S our imports were 448,862 tons; in 1949 imports were 428.230 
tons: representing a decline of about 37 percent from 1947. In 1950 the trend 
was temporarily reversed as a result of the Government stockpiling program for 
coconut oil. However, in 1951, imports were 34 percent below the 1947 rate 
despite the stockpiling progran The figures of the Munitions Board stockpiling 





/ program are, naturally, confidential, but in this connection it is interesting t 
| note that imports of coconut oil and copra in terms of oil for the year, 1950 
| exceeded consumption by nearly 200 million pounds and in 1951 by 116 million 
| pounds Although we have no means of knowing when the stockpiling progran 


will be completed it is certain that one day that will come to pass and from the 
present reduced tempo of buying by the Munitions Board the program might 
possibly have come to anend. In any event, the trend toward a further reduction 
in our imports of Philippine copra and coconut oil has continued until in 1951 
shipments of copra from the Philippines to the United States totaled only 442.648 
tons out of SS82,444 tons exported from the Philippine Islands—thus only one 
half of the total Philippine shipments of copra was shipped to the United States 
This contrasts with earlier periods as follows: Prewar, approximately 90 percent 
ot Philippine copra and coconut o were shipped to the United States in 164 
71 percent; in 1949, 69.5 percent; in 1950, 67.5 percent, and in 1951, some 50 
percent came to the United States. During the first 5 months of lov only 45.6 
percent has been shipped to this country 


The principal reason for this changing situation is to be found the fact that 
the entire fats and oils econol of the United States was changed during the 
war and subsequently From a net importer of fats and oils in prewar years we 
have now become a very substantial net exporter of fats and oils. Under these 


’ 
} 


circumstances the price level of fats and oils in the United States is no longer 


the world market price plus import duties and processing taxes but is rathe 
the world market price less freight and transportation charges in moving Amet 
ean fats and oils into that orld market Thus it is that import duties and 
processing taxes origi! des ned for the PD tection of domestic producers 
now militate against the very interests they were originally designed to protect 
For example, it is clear it when we were importing cottonseed oil the import 
duty of 53 cents per pr fforded a definite protection to domestic producers 
owever when we are exp ters of cottonseed oil it is e¢ | ele t it the 
\ i tt | } 
import t' is no effect pon the price level in the nited States hether 
import du as n ff ipon the he | | ! 
that dut be 3 cents per } r $3 pe r pound The same onsiderat n would 
be true for t or dl beal l f whicl re being d 
In t United States cor cess Lome equireim r} I 
: contir ne or Ny for each . 
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Furthermore, it is indeed evident that since our cottonseed production from 
the 1951 crop is some 70 percent above 1950, our soybean crop approximately the 
same as the 1950 record crop and our tallow and lard production are estimated 
to be from 5 to 7 percent larger than in 1950, it is going to be necessary for the 
United States to export vastly larger quantities of fats and oils in the future. 
it behooves us, therefore, to do everything we can to encourage the development 
of that export market One of the best things that could be done along these 
ines would be to eliminate the United States processing tax on coconut oil and 
thereby increase the world market price of coconut oil 

Today Philippine coconut oil is the cheapest vegetable oil in the world due in 
large part to the 3S-cents-per-pound processing tax levied on this oil when 
consumed in the United States. Elimination of this tax with the subsequent 
improvement in the tax-free price would certainly assist us in marketing in the 
world market our surplus supplies of tallow, lard, cottonseed, and soybean oils 

Nor can it be legitimately argued that the removal of this tax will result in 


reducing the market price of our American fats and oils in the domestic market 
fhe price level of all of these fats is now set in the world market rather than 
in the American rket For example, the world market price of crude soybean 


vil is currently approximately 13.6 cents per pound, c. i. f. European ports and 
the American market price is precisely this value less the freight and other 
charges incurred in delivering the oil from our soybean oil mills to Europe 


Likewise, the world market price for prime tallow is around S cents per pound 
c. i. f. European ports, whereas the American market price is 6%, cents per pound 


It is this toreign market which more than anything else has enabled tallow 
producers to improve their price from the low of 5 cents per pound attained 
ver i ear ag irrent leve lLlow i t be legitimatelv argued that the 
price of tallow was depressed by large imports of coconut oil when coconut oil 
it | it tihe was pl ed cols erably higher than tallow on i delivered Chicago, 
paid b 
Under the circumstances now confronting the American fats and oils industry 
ow is nothing to fear from coconut oil competition in the American market 
Vill r with it ) process Ze tax Wha they do need to fear is the rapidly 
pig holt the synthetthe detergents and without the ready avail 
tl ( ceoconu ) it reasonable prices ft tllow n the Soup kettle cannot meet 
wh « petition on equ terms: this for rensons which have been adequately 
dow ‘ ained the presentation prey islv made before this committee 
uige I | 
It sl d be stated that whether the National Renderers Association realizes 
! the erdependence of tallow and oconut oil is recognized by the 
Vacitic ist tallow producers This is evidenced by the resolution of the 
l’a ce Coast Renderers Association, dated September 6, 1951, which I would 
ke 1 ntroduce a his point, and with the committee’s permission, | would 
Ke t ( 
\ check f our import statistics will indicate that our imports now consist 
f rapeseed oit i oil, sesame seed oil, babassu oil, palm oil, castor oil, 
a rse, coconut oil All of these oils which are now being 
ported into the United States are oils which are either not produced at all 
or produce nadequate quantities in the United States and which have 
: yy properties ut domestic fats and oils nnot readily be substituted 
hem Nowhere on the list, except in minute quantities from contiguous 
erritories, will you find soybean oil, peanut oil, cottonseed oil, linseed oil, 
nilow, lare ! ny other fats or oils which would compete with them in the 
American 1 + It will, therefore, be seen that this S-cent processing tax 
i particular e to anybody and is a definite handicap to our industry 
SUMMARY 
. " y | } i | rie we nil e Ttollowlldg 
The . ' ‘ which existed at the time the processing tax was im 
sel er ¢ . n that the United States has become a very s ibstantial 
porter rathe l importer of fats and oils 
= \ es l . hunged’ economl condition and the 3 cents per pound 
’ f \ rican copra crushing industry is unable to compete 
eq ‘ \ I pean and other buyers for the available supply of 
popranne pt 
rhe soap ul zy losing b e against synthetic detergents 
‘ ! er domestic price isioned by the processing tax 
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and the reduced supply of Philippine coconut oil for use along with our domest 
tallow in the manufacture of a soap which could compete on more favorable 
terms and quality with synthetic detergents 

4. The elimination of the 3 cents per pound processing tax would do mu 
to alleviate this situation without in any way injuring domestic producers 
of fats and oils In fact, this action would enhance the export market for 
domestic fats and oils by increasing the world market price of Philippins 


coconut oil 


Lastly Improvement in the world market pri e of Phi Lpopririe 
brought about by the elimination of this processing tax would be of vy re 
and material assistance to the Vhilippine economy—an economy it hicl 
United States has already ndicated it has a large and continuine tere 


least to the extent of S50.000.000 for each of the next 5 vears 


Mr. Roc A. | have before me a resolution which wits rdopted t 
the Pac ihie Coast Renderers Association of California eonnecIlo 
with the processing tax on coconut oil. | think this resolut Oo) S il 


portant to the col sider ition ot the committee, hecause the re have bee 


other representatives of renderers here who have been of liffere) 
persuasion. 

The resolut on reacds is follows: 
RESOLUTION Of! PACIFIK { OAS RENDERERS ASSOCIATION EMERYVI } CALI 


SEPTEMBER 6, 1951 


Whereas the Pacific Coast Renderers Association has opposed the imposition 
of a processing tax on coconut oil consumed in the United States, since its 
inception ; and 

Whereas it has been the firm conviction of the members of this associatior 
that such a tax was designed primarily to reduce and hinder the competition 
of margarine manufactured from imported coconut oil, and to aid the Philippine 
Islands—then under our jurisdiction ; and 

Whereas coconut oil has since been displaced in the manufacture of shortening 
and margat 
to spec alty uses in the edible field: and 

Whereas a very substantial portion of the coconut oil consumed in the United 
States is utilized in the industrial field, primarily in the manufacture of soap; and 

Whereas the lauric acid content of coconut oil is vital to the manufacture of 
a free lathering soluble soap of good quality, in combination with animal fats; 
and 

Whereas animal fats lack the virtues of coconut oil and produce an unsatisfa 
tory quality of soap without a sufficient admixture of coconut o and 

Whereas a mixture of animal fats and coconut oil is essential and imperative 
to produce a marketable soap; and 

Whereas soap consumptic ni 1949 and 1950 was smaller than in any othe 
years since 1921—according to the Bureau of Agricultural Economics, Uniteer 
States Department of Agriculture: and 

Whereas a new washing compound, known as detergents and produced from 
byproducts of petroleun has invaded the tield of washing compounds in con 
petition with oil- and fat-based soaps; and has captured 31 percent of nation: 
sales of nonliquid soaps and detergent sales and 50 percent of package (nonbar) 
soap and detergent sales in 1950, and which has been increasing at a rapid rate 
since 1945; and 

Whereas such detergents have the virtue of free lathering and quick solu 


ne by domestic cottonseed and soyabean oils, and now is confined 


bilitv. even in hard-water areas—whik embrace a large portion of the United 
States; and 

Whereas the basic cost of petroleum is low compared to the cost of producing 
collecting, and processing of animal fats into tallow ready for the so kettle 
and 

Whereas the processing t of 8 cents per pound on coconut o retards the 
use of sufficient quantities, o1 suitable percentage in ratio to animal fat by 
increasing the cost of soap above competitive levels and | the effect of 
subsidy to detergents: Therefor he it 

Resolved, That this association reaffirms its opposition to the processing tax 


on coconut oil, and petitions the Congress of the United States of American te 


repeal such tax on the grounds that the original purposes of the tax no longer 
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exist, and its continuance unfair to the soap industry and the producers of 
animal fats—”) percent of which are utilized in the manufacture of soap, and 
who are now facing a constriction of consumption due to competition from 
petroleum-based detergents. 

The secretary of this association is instructed to forward copies of this resolu 
tion to the National Renderers Association, to the National Directors and Re 
gional Associations, to soap manufacturers on the Pacific coast, and all other 
interested parties. 

PaActIFic Coast RENDERERS ASSOCIATION, 
Louis Orrone, Jr... President 

NELS HAMBERG, Secretary 

JOSEPH FIiRPO, 

LoYyD HYGELUND, 

Wa. A. KoewL_Ler, 

THOMAS N. CONWAY, 

KENNETH REINHARDT, Directors 

That resolution, | believe, speaks for itself. 

There is just one other thing that I think this committee ought 
to concern itself with, and I will be very brief. 

I refer to the whole program of foreign trade with re spect to fats 
and oils. 

I have just returned from a Congress in Copenhagen. It is an | 
nternationa congress of oil seed crushers At this congress were 
represented all the important buyers of the Western European coun 
tries and the other countries throughout the world that have deficits 
of fats and oils. They are the consumers, the buyers for the surpluses 
which the American producers now fina it profitable to produce. 

They are very interested in American fats and oils and they want 
to know what our supply situations are and what our prospects for 
the future are. ‘I hey are concel ned, however, that some of their own 
domestic producers are complaining about what they call the flood of 
cheap Amet n fats into their markets. 

\t the present time. American fats and oils move nto these con 
suming territories free of Import duties. It would be a disaster to the 
American producer of fats and oils were these countries to Inipose 
any restrictions on the foreign trade which we are now enjoying. 
[It would be extremely unfortunate and I think it behooves us to set 
them an example by eliminating a processing tax which is not re 

( ured for the purposes for which It was originally imposed, 

Phat concludes ny Statement. 

Mr. Coorrer. Any q lestions / 

Mr. Granger of Utah will inquire. 

Mr. Grancer. You heard the testimor \ of Dr. Coulter, did you not ¢ 


Mr. Rocca. Yes, I did. 





t from his studies there 


Mr. Grancer. I understood him to savy tha 
Pe) ed to be ons derable niportation of coconut oil that could not 
he accounted for. that was not accounted for. Do vou ivree with that 
stateme 4 ; 

Mr. Roc No, ldo not. I covered that, I thought, but I am glad 
of the nee to make it abundantly clear. 

[am not in agreement. There is the stockpiling, which he men- 
tioned, the Government stockpiling, plus exports to the ontiguous 
ireas Canada and south of the border. It can almost entirely be 


wccounted Tor by the export fivures of the past » or 6 years and the 
(rovernment tockpil ng fivures, which are hot disclosed, but which | 


in be estimated by comparing actual imports with consumption, and 














REPEAL OF PROCESSING TAX ON COCONUT OIL N7 


if you were to make a comparison between the consumption figures of 
coconut oil and the tax receipts, you would find that they coincide 
almost exactly. 

Mr. Grancer. You do not concede, then, that there is any way that 
the oil could be diverted, where it would lose its identity before it is 
taxed ¢ 

Mr. Rocca. No, I consider that is quite improbable. I don’t say it 
s impossible. Anything is possible. But it is quite improbable. 
The big producers of co onut oil are b g¢ colnpanties | ke the Palmolive- 
Peet Co.. and Lever Bros.. and thev do not make their monev by cheat- 
ng the tax collector. Tl ey h ive to furnish reports, , 

We have the Government Inspectors In our plant Fong over our 
books. and we have toa int for every poul d of coconut oil that woes 
nto process in our plants, and Tam sure every other manufacturer does 
the same. 

Mr. Coorer Is there ar thing further / 

Mr. Rocea. That is all, Mr. Chairman 

Mr. Coorer. Thank you very much. 

Mr. Rocea. Thank you 

Mr. Coorrr. The next tness is Mr. Shultz. 

Will vou identify yourself for the record, Mr. Shultz? 


STATEMENT OF RUSSELL M. SHULTZ, VICE PRESIDENT, NATIONAL 
BISCUIT CO., NEW YORK CITY 


Mr. Suvuirz. My nan Russell M. Shultz. Tar ted with 


e National Biscuit ¢ rector and vier ’ ent 

As vice president I irge of operations, ler W mie 
! il facturing, researe enginee! 

[ have a short statement which | would like 

Mr. Coorer. You are recoenized. 

Mr. Suuurz. My company’s annual use of coconut « ries wer 
Wand 35 million pounds. Most of that amount is ed the prod 
tion of our spraved varieties su is Ritz. Cheese Ritz. and Triangle 
Thin crackers. ‘These products are known as spraved \ ties be 

Luise, is part of the ! ne process, they lite tly praved: Witn 
coconut orl. 

I would like to shov ol { only take ite—t type of 
varieties IL am talking a { | . py to be a Ritz cracker. It 
was Ol ginally started out as that for of crackel It isn ed dl 
baked In an ordinary way, and as it lea\ the ove t goes throug 
a spray of coconut oil, which gives it 1 hine, the color, and what 
you might call the nutty flavor. Conseq tly, the name of “spraved 
varieties.” 

There 1s no domestic « [ sil Pactory = COCO to for th 


purpose While sovb in. cottonseed, col erhat pea if oO1IS MAY tppear 


similat to coconut o a | ePSe OS the} rreatiy 
oil l its chemical compe { ) iii or fl \ I’ iract ! | 

Sovben oil has i «list “beanyv > fla or, regaradiess OT its degree of 
refinement. and it oxidizes 1 h more rapidly than does coce t oil. 
As it oxidizes, sovbean oi] first deve Ds \ it is Known “as “reversion” 
flavor. rnd, later. wthad ra ity Phat reversion flavor sou Dest 
I car deserib Ca lit Fara pen lavo I am tal ! ibo 
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The reversion flavor of soybean oi! is extremely objectionable and 
its slightest manifestation results in an unsalable product. For bakery 
purposes, there is no satisfactory means available today to eliminate 
the tenden \ to reversion flavor in soybean oil. 

Cottonseed oil is not as bland in flavor as coconut oil and, therefore, 
it is not as satisfactory a spray oil even when fresh. It does not de 
ve lop the reversion flavor of sO% bean ol, but it does oxidize quickly and 
is classed as a semidryving oil. Unless hydrogenated, it rapidly de 
velops rancidity which results in shortened shelf life for the product 
in Which it is used. 

Corn oil dev lops i reversion flavor somewhat similar to that of 
soybean 0 l, and, like cottonseed oil, 
making it subject to rapid oxidation and early rancidity 

Peanut oil is bland-flavored when fresh but it also is subject to rapid 


Is classed as a semidrying oil. 


} 


oxidation and early rancidity. 

While the resistance to rancidity of these four domestic oils may be 
increased by hydrogenation, the process of hydrogenation makes them 
completely unsatisfactory for use as spray oils because it increases their 
melting points to above body temperature. With those higher melting 
points, these oils crystallize or solidify on the surface of the cracker 
and do not penetrate it. Because they melt at above-body temperature, 
they leave an unpalatable, greasy sensation mm the mouth when the 
cracker Is eaten. 

Coconut oil, on the other hand, has a natural resistance to rancidity 
because of its higher laurie acid content, and its high content of low 
molecular weight fatty acids give it a melting point below normal room 
temperature. When used as a spray oil, the liquid coconut oil pene- 
trates the cracker and, because it remains liquid at room temperature, 
it gives the cracker a shiny, attractive appearance. Again, because 
it remains liquid at room temperature or above, it does not create any 
sensation of greasiness in the mouth when the cracker is eaten. 

The other principal use my company has for coconut oil is as an 
ingredient in the fillings of our Oreo Creme Sandwich. Nabisco Sugar 
Wa fers, and other sweet, sandwich cookie varieties. 


I might show you here what I mean by that. These are two sweet 
what we call base cookies or cookies sandwiched together with a filler. 
This filler is made up of coconut oil and sugar and milk. That 1s the 


other type of variety that I am going to talk about now that we call in 
the biscuit business a sandwich variety. 

Coconut oil is also uniquely suited for this purpose by its chemical 
COMPOsition. Unhke most fats, coconut oil in its natural or hydro 
genated state does not exhibit a eradual softening with in reasing 
temperatures, but is inclined to pass rather abruptly from a brittle 
solid toa hiqu d within a femiperature range of relatively few degrees. 

When used us an ingredient In fillines, even coconut oul must be 
hvdrogenated in order to raise its melting point above ordinary room 
temperature But, unlike most fats. the melt ne point of coconut 
oil remains below body temperature after hydrogenation, and it thus 
retains the distinctive sharp melting range which imparts a pleasant, 
cooling taste sensation to the sandwich cookie filling that contains it. 

\fter hydroge nation, the other vegetable fats soften gradually over 
a wide range of temperature, and then leave a sensation of greasiness 
in the mouth during this melting process. Actually. since there is 
ilwavs a fraction of these other fats that does not melt at body tem 











REPEAL OF PROCESSING TAX ON COCONUT OI SY 


perature, sugar and fat fillings made with them are inclined to be 
unpalatable. 

To summarize, coconut oil has a number of characteristics not pos- 
sessed by other oils, which make it especially suitable for the purposes 
for which it is used by the National Biscuit Co Coconut oil is color 
less, its flavor is bland. and it blends well with that of other flavoring 
materials used in bakery products. In its natural liquid state it has 
creat resistance to oxidation and the development of rancid off-flavors. 
Whether in its natural state or hydrogenated, its texture is such that 
the eating qualit es of the product in which it is used are superior to 
those of produ ts containing other oils. There is no known way to 
modify the other vegetable oils mentioned so that they compare favo 
ably with coconut o1! for the purposes I’ve described. 

I began my statement by indicating that my appearance here today 
Wis ol behalf of the National Bis uit Co. Phat. of course, 1s True, 
but na very ren! sense, I also appear on behalf of the millions ot 
consumers of our products who unknowingly pay the processing tax 
on the coconut oi] that is used by my company hecause the tax ult 
mately Is reflec ted in the price of our products. 

In the interest of lower food prices, my company favors the repeal 
of the 5-cent per-pe und processing tax on coconut oll. 

I might add that these two types of varieties which I have shown 
here are the only varieties in which we use coconut oil, or in which 
we have any plans for using coconut oil. The peculiar characteristics 


] 


of coconut oll whi ly make if desirable for the se TWo uses likewise make 
] 


It completely undesit ible isu shortenn v. 

I believe that concludes my statement. 

Mr. Coorerr. Are there any questions / 

Mr. Granger of Utah. 

Mr. Grancer. Just one question. What do you use for shortening ? 

Mr. SHULTZ. Lard, hydrogenated cottonseed oO l. peanut oil: I 
Suppose corn oil. 

I couldn't tell you offhand. 

Mr. GRANGER. Do you use more of these othe rats and oils than you 
do of coconut oil? , 

Mr. Suvuurz. Oh, ves; by far 

Mr. Grancer. That is all. 

Mr. Coorrr. We thank you for your appearance and the informa- 
tion given the committee 

Mr. Suuurz. Thank you. 

Mr. Coorrer. The next witness is Mr. Davey. 

Will you please give your name, address, and the capacity in which 
you appear for tl 


STATEMENT OF A. CHARLES DAVEY, PRESIDENT, LOCAL NO. 1, 
UNITED GAS, COKE AND CHEMICAL WORKERS OF AMERICA, CIO, 
WASHINGTON, D. C. 


Mr. Davey. Iam Charles Davey, the president of Local No. 1 of the 
United Gas, Coke and Chemical Workers of America, CIO, and con 
nected with the pl int of Spencer Kellogg & Sons in New Jersey, My 
address Is veo Valley P} ice, Edgewater, N. J. 

Honorable Chairman and members of the Committee on Ways 
and Means of the House of Representatives. there Is now pending 
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before the Way and Means Committee. H. R. 6292 introduced unde 
date of January 29 by Mr. Havenner, of the fourth California dis 
trict. —— bill was introduced on behalf of the copra crushers of 
California and other areas of the United States. 


Local No. 1 of the United Gas. Coke and Chemical Workers, CIO, 


for which we speak, represents the emp lovees of Spencer Kellogg & 
Sons, of Edgewater, N. J.. who are copra crushers and refiners of 
coconut oll. Spencer Kellogg & Sons also ope rates a copra crushing 
plant at Long Beach, Calif... whose union- Local No. l. International 
Chemical Workers, AFL—we are also authorized to represent. 

We had the honor of presenting a petition to your honor: able com 
mittee in Septe uber of 1951, which urged the re peal of the 3-cent proce 
essing tax on coconut oil in connection with H. R. 1555. the Customs 
Simplification Act of 1951. At this time, however, it was ruled that 
an amendment to repeal the processing taX Was not germane to the 
purpose of the Customs Simplification Act. The report of the action 
of the Ways and Means Committee as contained in the Congressional 
Record of September 27, 1951, further stated that- 

It was decided that, before any action should be taken on an outright repeal 
of the processing taxes, hearings should be held 
We come now to petition your honorable committee that H. R. O22 
which seeks to ac omptish the same purpose as the amendment against 
which a point of order was registered’ in September 1951, be passed 


upol completion of these he ir! 


I 
since we presented our im ith; i] tion to vour honorable committee 


pe 
In septen ber L981, conditions pam erowh Worse In our industry. 
Svnthetic detergents (made from benzene and sulfuric acid) are de 


priving us of an increasingly larger proportion of our market for coco 
nut orl in the soap kettle. TT) = reentage ot rep ilaceme nt was Bo per 
cent in 1950 and ts eaiieeensdl + 30 percent in 1951. This condition 


cannot be rectified until the hag pet pound processing tax Is re 
pealed, as soap which can compete on a quality basis with synthetic 
detergents must contain from 20 to 25 percent coconut olla percentage 
Which soap manufacturers find impossible to utilize and compete on 


a price basis with synthetics. so lone as the 3-cent processing tax Is 
lh effect. 
Taking the vear 1947 (when domestic disappearance of coconut oil 


was 784.140.000 pounds) as 100, the domestic disappearance of coconut 
oil in INS] at S562878.000 pounds shows a decline of 2S percent. 

This figure closely parallels the declining disappe arance of soap per 
capita as shown on the attached chart. This chart shows that the dis 
appearance of soap has heen pushed back by svi ithetic detergents to 
he 1921 level desp » fact that the popul: ition of the United States 
has increased 30 percent in the intervening 50 years. 
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(The chart refel red to follows:) 


DISAPPEARANCE OF SOAP AND 
SYNTHETIC DETERGENTS 


(Per Person) 





30_ _P 
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LIsoap 2 SYNTHETIC DETERGENTS 
DATA REFERS TOCIVILIAN POPULATION ANDO IS TAKEN FROM MAY*JUNE /951, 
“FATS AND OILS SITUATION)’ B.AE., U.S.0.A. 


The chart also shows the steady upward movement of svnthetie 
detergents since World War IT days, when the United States was shut 


off from the sources of supply of copra and coconut oil. While syn 

thetic detergents have been made in the United States since 1930, they 
obtained no foothold until soap manufacturers were largely dep. ived 
of coconut. oil \ Ch produces free latherine qualit e> alu he 
World War II In THO svnthetic-detergents manufacturers using 
the coconut oi] shortage as a battering ram were able to take 3 percent 


of our soap market vbyed. Dey Looe, ~%67 percent. and they took W percent 


1?) POD]. 
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\ large proportion of the copra-crushing capacity on the east and 
est coasts of the United States is shut down as a result of declining 
opra imports. Those mills which are operating do so only sporad- 
uly. This means that our industry is confronted with a serious 

unemployment problem. It is for this reason that we most earnestly 
petition that H. R. OvoY be enacted into law at the earliest possible 
lite, as every day means the loss of more jobs. 

And | would like, gentlemen, to cite those people l have been au- 
thorized to represent. I now represent 250 members of Local No. 1, 
| ! ted ( ras, ( ‘oke and Chemical Workers of America, CI ). at Spen er 
Kelloge & Sons, Inc... at Edgewater, N. J.: 200 members of Local 
11, | nited (ras, Coke and Chemical Workers of Ameri il. C1O, at 
Areher-Daniels-Midland Co... at Edgewater, N. J.: 150 members of 
Local 404, Oil Workers International Union, CIO, at Eldorado O1l 
Works, Bayon e, N, J. 300 members of Local oo, Meat ana Cannery 
Workers, Amalgamated Meat Cutters of North America, AFL, at 
Franklin Baker Co.. Hoboken, N. .J.: 200 members of Local No. 1, 
International Chemical Workers, AFL, at Spencer Kellogg & Sons, 
Ine.. Long Beach, Calif., and I have also been authorized to represent 
the United Gas. Coke, & Chemical Workers of America, CIO, on an 
nternational basis, representing a force of 70,000 dues-paying 
members. 

| would like to sav in addition, ventlemen., that the first petition 
that was substituted by myself and my colleague, Mr. Brandli was 
September 18, 1951, and at that time, we showed 400 men working 
n Spencer Kellogg and 350 men working at Archer Daniels Midland. 

Later, on Mare h 24. I again petitioned this « ommittee. and the num 

of workers in Spencer Kelloge had gone from 400 to 300, and im 

Archer-Daniels had gone from 350 to 250 
Now. if vou will notice, at the bottom of my petition, where I have 
i list of the representations there you will see that only represents 
1) peo! le in Spencer Kellogg and 200 people at Archer-Daniels, a 
ie line ot Ld people, who have been laid off in this interim. This 
eans. of course. al cd we feel very stron oly that this means, gentle 
en. that the repeal of the 3-cent processing tax W ll mean 


} 


eemployment instead of unemployment for us 

Mr. Coorrer. We thank vou for your appearance and the informa 
on given the committee. 

Mr. Davey. Thank you. 

Vir. Coorrer. Next we have Mr. John B. Gordon / 

Please give you name, vour address, and the capacity in which you 


Ly>p oe 


STATEMENT OF JOHN B. GORDON, SECRETARY, BUREAU OF RAW 
MATERIALS FOR AMERICAN VEGETABLE OILS AND FATS INDUS- 
TRIES, WASHINGTON, D. C. 


Mii Cror N Ny name is John BB Crordon e and | cli secretary of 
the Bureau of Raw Materials for American Vegetable Oils and Fats 
Industries. Our address is 1243 National Press Building, Washington, 
D.C 

Mr. Chair anh al 7 members of the Ways and Means Committee, 
| appear on behalf of the Bureau of Raw Materials for American 
Vevetable Oils and Fats Industries, which is a trade association con- 
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taining in its membership a good cross section of the various indus- 
tries producing and consuming vegetable oils in the United States. 
It has in its membership the crushers of copra and the processors of 
the larger portion of the coconut oil consumed in the United States. 
This group includes soap makers, who require coconut oil in the 
making of soap. It includes refiners of coconut oil who refine the 
oil for sale to trades such as confectioners, cracker and biscuit makers. 
[It includes distillers of fatty acids who break down the coconut oil 
into glycerin and fatty acids. The fatty acids are sold to manu- 
facturers of synthetic rubber, plastics, resins, insecticides and germi- 
cides, sulfonated higher aleohols, and certain war materials, and to 
other industrial users. 

I wish now to discuss five situations which existed in May 1934 when 
the processing tax was levied on coconut oil and which do not exist 
today. 


I. IN 1934 THERE WAS A WORLD-WIDE DEPRESSION 


The first of these situations was that there was a world-wide de- 
pression in 1934. The index of wholesale commodity prices in the 
United States in May 1934, according to the Bureau of Labor Sta- 
tistics, stood at 74.6—basis 1926 prices equaling 100. In March of 
1951 the average index number of all wholesale commodity prices was 
184.0. In May of 1952 this index number stood at 174.9. Thus it 
can be seen that the processing tax on coconut oil was levied at a 
time when the average of all commodity prices was less than three 
quarters of normal, whereas today the average stands not far from 
an all-time high. It would not appear to be reasonable to continue 
the coconut oil processing tax in effect. indefinitely when it is up 
parent that it was passed as a contribution, for whatever it was worth, 
toward alleviating the economy of fats and oils producers at a time 
when they, lke all other commodity producers in this country and 
the world over, were plodding through the depths of a depression which 


ho longer exists. 


Il. PROCESSING TAXES ON NUMEROUS AGRICULTURAL PRODUCTS WERE IN 
EFFECT IN 1934 


The second situation which existed In 1934 which does not exist 
today had to do with Publi Law 10 of the Seventyv-third Congress. 
This was the old Triple A Act which became effective in May 1933. 
Under title I of this act processing taxes were in effect on hogs, cotton, 
corn, paper, jute, wheat, and tobacco. The amount of the processing 
tax on hogs was $2.25 per 100 pounds live weight; that on cotton, 4.2 
cents per pound of lint: that on corn, 5 cents per bushel. These 
processing taxes which were in effect and those which were projected 
furnished a ready basis for such fats and oils producers as were fee] 
ing the effects of the Nation-wide depression to appear before your 
committee and Say: “Processing taxes are in effect or proposed on 
domestic commod ties whi h are the sources of clomestic oils and fats 
together with compensating taxes on imports of manufactured articles 
made from same. Why, therefore, should there not be processing 
taxes on imported oils and fats which would otherwise have a com 
petitive advantage?” The argument proved persuasive and proc 
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essing taxes in the amount of 3 cents per pound were levied by the 
Seventy-third Congress on coconut, palm, and palm-kernel oils. An 
additional processing tax of 2 cents per pound was levied on coconut 
oil from which tax the Philippines were exempted in order to give 
the Philippines an monopoly of the domestic market for coconut oil. 
In the case of palm oil, the chief use for which palm oil is today im- 
ported is for tin and terneplate, and palm oil for this purpose was 
exempted from the 3-cent processing tax by the Seventy-third Con- 
vress. ‘Therefore, at present practically all palm oil which enters the 

nited States for consumption is exempt from payment of a process- 
ing tax. Palm-kernel oil—the third oil on which a processing tax 
was levied—has never been imported into the United States in any 
Important volume. 

On January 6, 1936, the decision of the United States Supreme 
Court in the Butler case having to do with the processing tax on cotton 
invalidated all processing taxes levied under Publie Law 10 of the 
Seventy third Congress (U. S. V. Butlh r. RR eive r of Hoosa Mill 
Corpor ition (297 U.S.., p. 1)). Therefore, these processing tuxes on 
domest ic ( ommodities, which were as much responsible for the levying 
of the processing tax on coconut oil as any other single factor, no longer 
exist, whereas the processing tax on coconut oil still remains in effect. 


Ill. IN 1934 THE UNITED STATES WAS A NET IMPORTER OF FATS AND OILS, 
WHEREAS IT NOW HAS A HEAVY EXPORT BALANCE 


The third situation which existed in 1934 which has not existed in 
recent vears was that in 1934 the United States had a large deficit of 
oils and fats produced from domestic materials, whereas it today has 
a great surplus. Production of oils and fats from domestic materials 
in 1954 was 7,311,L10,000 pounds. Actual domestic disappearance, 
however, was §,602,603,000 pounds. This meant that we had to draw 
on imported supplies for about 1.3 billion pounds. Contrast this with 
the year 1951 when the United States production from domestic mate 
rials, including the oil equivalent of domestic oilseeds, exported for 
crushing was, according to the Bureau of Agricultural Economics of 
the Department of Agriculture, 12.3 billion pounds, In this same year 
we had imports of 1,203,700,000 pounds and exports of 2,476,100,000 
pounds. We had, therefore, a net export balance of 1,272,400,000 
pounds of fats and oils in 1951. 

Of our total oils and fats exports in 1951, all but 45.4 million pounds 
was made from domestic materials. Subtracting this from total ex 
ports, we find that exports of purely domestic origin were 2,430,700,000 
pounds. Applying this against our production of oils and fats from 
domestic materials, it may be seen that our exports in 1951 constituted 
almost 20 percent of our domestic production. 

I desire at this point to place in the record table 14 from the Fats 
and Oils Situation for February-March 1952, a publication of the 
Bureau of Agricultural Economics, which compares prewar exports 
and imports with those of the postwar period. 

Mr. Coorrer. Without objection, it is so ordered. 
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(The table referred to is as follows:) 


[From The Fats and Oils Situation, Bureau of Agricultural Economics, U. 8. Department of Agricultur 
February-Mareb 1952) 


TABLE 14 Imports and exports of fats, oils, oil-bearing materials, and fat-and- 
oil products in terms of oil, average 1937-41, annual 1949-51 


[Million pound 


Imports for consumptiotr Export 
Iten } 
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TABLE 14.—/ mports @nd exports of fats, oils, oil-bearing materials, and fat-and 
oil products in terms of oil, average 1937-41, annual 1949-51—Continued 


[Million pounds] 


Imports for consumption Exports 
: Aver- Aver- 
ge, 1949 1950 | 1951 age, 1949 1950 | 1951 
1937-41 1937-41 | 
Manufactured products and secondary ma- 
terials (fat content 
Margarine * 1.9 0.3 0.3 0.1 1.3 4.2 5.3 1 
Shortening 1.4 2 (? tJ 8.0 24.5 12.6 11.4 
Stearine, vegetable oil winter 4.8 6 1.7 
Soap 2.8 5 7 8 10.8 37.4 35. 1 31.1 
Foots and soap stock 3.0 1.3 1.4 
Fatty acids 2.1 2.7 3.1 53.3 60.6 0.0 
otal 6.1 2.9 3.7 4.0 40.1 127.2 (1149 98.7 
Exports through private relief agencies 78.7 
Grand total * : 1. 984.61, 112.21, 319.11, 203.7 506.32, 348.12, 104.52, 476.1 
Includes shipments through July 1951 (not reported by Census after July) of butter, lard, and manufac 
tured products to United States Territories, reexports of coconut, palm, and tung oils, olive-oil, foots, and 
copra 
2 Less t an 50,000 pour is 
21937-41, 15 percent 
4 Not separately reported. 
§ 1937-41, 34 percent 
* Imported margarine goes largely to Puerto Rico and the Virgin Islands 
’ January-March 1949 only 
§¢ puted from unrounded numbers, 
Source: Compiled from Foreign Commerce and Navigation of the United States, reports of the Bureau 
the Census, and U. 8. Department of Agriculture 


Mr. Gorpon. For the calendar year 1952 the Bureau of Agricultural 
Economics anticipates a fats and oils production from domestic ma- 
terials, including oil equivalent to oilseeds exported for crushing, of 
12.3 billion pounds. Figuring that exports and imports will continue 
on the basis of the first 4 months of the year, 12 months’ exports will 
be 2.2 billion pounds and imports 1 billion pounds, which will give the 
United States a net export balance of 1.2 billions pounds of oils and 
fats in 1952. 

In our change from a deficit fats and oils economy to the surplus 
side we lead all countries of the world as exporters of oils and fats. In 
1949 we exported 19 percent of our production of oils and fats from 
purely domestic materials in the form of lard, tallow, and grease, soy- 
beans, vegetable oils and products made therefrom and so forth. This 
in turn was 22 percent of world exports from all countries of the world. 
In 1950 we exported 17 percent of our production from home-grown 
materials. This constituted 17 percent of total world exports. In 
1951 we exported 20 percent of our production of oils and fats of 
domestic origin which constituted 20 percent of world exports. 

What has been the result of the change-over from a deficit to a sur 
lus position since 19344 Mainly, that as long as we were on a deficit 
iesia we could in theory profit by establishing a barrier of 3 cents per 
pound in the form of tariff duties and processing taxes against foreign 
competition. Since the transportation cost and incidental expense of 
bringing imported oils into the United States was 1 cent per pound 
this meant that there was a direct and indirect protective barrier of 
4 cents per pound against imported oils and fats. Thus, we should 
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have obtained 4 cents per pound more for domestically produced fats 
and oils than the world market price. We did not succeed in doing 
this because we exported almost as large a volume of hog lard in 1954 
as in 1950: 431 million pounds as compared to 468 million pounds in 
1950, and we had relatively inconsequential exports of cottonseed oil, 
soybean oil, and miscellaneous animal and vegetable oils which brought 
the total up to 662 million pounds, which was about 9 percent of 
domestic production. This was not sufficient, however, to hold our 
prices down to the world market level. Contrast the foregoing situa- 
tion with that of today when our production almost doubles that of 
1934 and our exports are almost four times as great. 

In view of this changed condition in postwar years as compared to 
1934 the price of domestic oils and fats in the United States is no longer 
the world market price plus some portion of the tariff duties and the 
transportation cost of bringing oils from abroad. Our price today by 
virtue of the operation of economic law is the world market price less 
freight and incidental costs incurred in selling United States fats and 
oils for export. In 1934 only one of our domestic oils and fats, i. e. 
lard, was obliged to compete to an important degree in the world 
market. Now with our export volume totaling 20 percent of domestic 
production and every important domestic oil or fat—such as soybean 
and cotton seed oils, hog lard, fish oils, inedible tallow, and greases— 
making up an important part of the export surplus, each of these must 
meet the full force of world competition. They cannot possibly es- 
cape it. 

Since it is essential that we make heavy exports of all our important 
oils and fats we must recognize that if Philippine coconut oil has any 
ability to compete with these oils and fats its competition will be all 
the keener if we continue to compel it to sell below its actual value by 
use of the 3-cent processing tax. If the Ways and Means Committee 
sees fit to follow the recommendations made here that the 3-cent 
processing tax be repealed and Philippine coconut oil be allowed to 
regain the markets which it has lost to synthetic detergents it is bound 
to increase in price. By the same token the prospect of selling our 
domestic fats and oils surpluses in the world market at good prices 
would be enhanced. ‘| hey would have just that much less competi- 
tion from coconut oil and such competition as remained would be at a 
higher price level. 

I hope that your honorable committee will bear in mind that the 
regaining of the volume of business which Philippine coconut oil has 
lost in the United States will not be at the expense of domestic oils 
and fats. This is certainly quite obvious in the soap field where the 
regaining of lost grou ci means solely the removal of the umbrella 
which the 3-cent processing tax holds over synthetic detergents. There 
is no product of agriculture involved there as the chief raw material 
of the synthetics originates in the coke ovens. 

As respects the balance of the fats and oils field let me again point 
out that the United States stands preeminent as the world’s greatest 
producer and exporter. We have attained this position of leadership 
as a result of several factors. I do not wish to encumber the record 
by discussing all of these but the chief among them is probably the 
mechanization of American agriculture. For illustration, it will be 
noted that the development of our great soybean industry followed 
along with that of the farm combine, the extensive use of which dates 
from 1935. Other areas of the world, however, can likewise mech- 
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anize their agriculture. Thus it would be possible to lose our po- 
sition as the world’s largest exporters if we do not follow sound com- 
mercial policy in international trade. In our opinion the removal of 
the 3-cent processing tax on coconut oil would constitute an important 
part of a commercial policy designed to hold intact our export trade 
in domestic oils and fats. If it was any part of a sound policy to im- 
pose the processing tax when the United States was a net importer 
of oils and fats it is equally sound policy to remove the processing tax 
now that we have become net exporters. 


IV. COCONUT OIL IS NO LONGER USED IN OLEOMARGARINE 


The fourth situation which existed in 1934 which does not exist 
today was that coconut oil was extensively used in oleomargarine 
manufacture. Displacement of coconut oil as an oleomargarine in- 
gredient by cottonseed and soybean oils occurred during World War 
II vears when the use of coconut oil for edible purposes was necessarily 
forbidden by the War Food Board and the War Food Administ ration 
in order to conserve the limited supply for defense needs. When 
the }-cent processing tax was levied on coconut oil the butter producers 
were in the forefront of those requesting this action. But coconut 
oil is no longer used in oleomargarine manufacture. The records of 
the Bureau of the Census of the Department of Commerce show that 
not a pound was so used in the calendar year 1950 and none was used 
In TMDL. 

Oleomargarine manufacturers found during their enforced absti- 
nence from the use of coconut oil that they could make a margarine 
with better spreading properties from hydrogenated cottonseed and 
soybean oils. Coconut oll, unlike nost fats, in its natural or hydro- 
genated state does not exhibit a gradual softening with increasing 
temperature but is inclined to pass rather abrutly from a brittle solid 
to a liquid within a temperature range of a relatively few degrees. 
This narrow plastic range of coconut oi] and the inability of the oleo- 
margarine or other processor to modify the properties of the oil by 
hydrogenation as can be done with cottonseed, peanut, or soyoean oils 
creatly restricts the use of coconut oil in edible products. A further 
objection to coconut oil held by margarine manufacturers arises from 
the fact that much margarine is used for cooking purposes. Here 
the housewife found that margarine or other cooking fat containing 
coconut oil wo ild foam and sputter to her intense annoyance. 

‘The only eclible users who find coconut oul hot only desirable but 
essential for their needs are the confectioners and bakers. Both of 
these industries use coconut oil for coatings. In this use, its very 
narrow plastic range which makes it unpopular with the margarine 
maker is useful because coatings must be nongreasy at ordinary tem- 
perature but must melt quickly in the mouth. The biscuit makers 
such as National Biscuit employ coconut oil for fillings in making 
products such as Nabisco wafers. The candy industry uses it as a 
constituent of candy. 

The popular unsweetened crackers consumed SO extensively in the 
United States and marketed under various trade names such as Crax, 
Ritz, etc., owe their popularity to coconut oil. These crackers require 
a coating of fat on the oustide surface. It enriches the cracker and 
imparts a characteristic glossy appearance. 
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Edible coconut oil is superior to domestic oils for the foregoing and 
certain other uses because it has less tendency to turn rancid. For 
example, biscuits, crackers, and candy are more or less exposed to 
the atmosphere and therefore require an oil which resists rancidity 
more than would be the case with domestic oils. Coconut oil gains 
the attribute of antirancidity from its high lauric acid content and 
again it may be seen that the essentiality of this oil hinges to the fact 
that it is composed principally of a fatty acid not found in domestic 
oils and fats. Thus coconut oil has its limited field of use in the 
edible field. We estimate that the annual consumption of coconut 
oil for edible purposes is 100 to 125 million pounds, as compared to 
edible uses of domestic oils and fats of 9.1 billion pounds per annum. 
Coconut oil cannot encroach on the much larger field of edible usage 
enjoved by domestic edible oils and fats due to their wider range of 
plasticity and greater general adaptability in the manufacture of 
foods. Coconut oil and edible domestic oils and fats each have their 
distinct and separate characteristics and are not used interchangeably 
and the removal of the 3-cent processing tax could not mean the re- 
placement of domestic oils and fats with coconut oil. 


V. IN 1934 THERE WAS NO SUBSTITUTE FOR SOAP 


The fifth situation which has changed since 1954 was that in that 
year there was no important substitute for soap. During the World 
War IT vears, however, the production and use of synthetic detergents 
began making inroads upon the per capita consumption of soap to 
such an extent that during the year 1950 the per capita consumption 
of soap at 22 pounds was lower than in any year since 1921. 

Inedible tallow has always been the basic ingredient of soap in this 
country but in the manufacture of most soaps it must be fixed with 
lb to Bod perce! t of coconut oil to laprove the solubility of the soap 
and to provide quick lathering qualities. These attributes which 
are imparted by coconut oil arise from its hig! laurie acid content. 
Decause soap | makers know that to make a better. more salable soap 
it must contain an adequate content of coconut oil they have paid 
as much as 10 to 15 cents per pound more for coconut oil than the 
pl ice paid for tallow over long periods of time. 

Since under present-day conditions soap must compete qualitatively 
with synthetic detergents it is more than ever necessary than an ade- 
quate yo reentage of coconut oul be used with the soap formula. If 
the price of coconut oil be so high as to make the average price of 
the tallow-coconut oil formula too high to compete with synthetic 
detergents then there is that much less soap produced and that much 
less inedible tallow and coconut oil consumed. 

The Department of Agriculture in its May—June 1951 issue of the 
Fats and Oils Situation states, under the heading “Outlook for pro- 
duet ion of Syl thetic detergents and soap” 

Retail sales of synthetic detergents are estimated at 1.200 million pounds 
in 1950, or one-fourth of the total for soaps and synthetic detergents in that 
vear. Trade sources indicate that total sales of 2 billion pounds can be reason 
ably expected if plant and materials shortages are alleviated Demand for 
certain raw materials used in synthetic detergents, such as benzene and sulfurie 
acid, has increased greatly in recent months, but steps are being taken which 
are expected to remedy the situation by mid—1952. If this occurs, as seems 
possible, it is likely that soap production will be further reduced 
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The statistics of the Department of Agriculture show that the copra 
crushers lost one-half of their coconut oil business in the soap field 
in the calendar year 1951 as compared to the prewar period 1938-41. 
The figure on this loss of business will run in excess of 200 million 
pounds, which would require the crushing of 150.000 tons of copra to 
produce. The copra crushers naturally want to regain the business 
which they have lost and the soap makers would like to see them 
regain it. The soap makers have a heavy investment in soap-making 
plants and they want to keep their factories at work making soap. 
They merchandise synthetic detergents because they must perforce 
do so to survive. If they did not merchandise them, nonsoap makers 
would; in fact, considerable of the distribution is by non-soap-maker 
agents. Moreover, some synthetic detergents fill uses where they are 
noncompetitive with soap. 

The time seems to be opportune to reestablish the consumption of 
soap at the prewar rate. This belief is strengthened by testimony 
developed by the Gillette subcommittee of the Senate Committee on 
Agriculture and Forestry in an investigation conducted in 1949 pur- 
suant to Senate Resolution 36, entitled “A resolution authorizing an 
investigation relative to expanded use of farm crops.” One phase of 
this investigation had to do with fats and oils. At the committee’s 
request one of the largest (if not the largest ) m inufacturers of the 
base for Sv! thetic detergents in the United States appeared before 
this committee at its request. The following part of his testimony 


(on p. 382) is of especial interest: 


Question. Do you envisage any further (price) reductions ?—Answer. We have 
reached the point where we feel there will be no further large reductions. We 
think we are close to or at the end of our price reductions now 

Question. Do you think your plant is operating at a normal basis and you 
see no way of cutting these costs any further?—Answer. ‘shat is correct. Any 


savings from here on out are going to be mere fractions of a cent 
Again on page 389 of the hearings we find the following: 


Question. You do not know at what breaking point that would be?—Answer. 


No; I do not ; 
Question. In other words, would it be 10 cents for grease and 15 cents for Al- 
kane, or what would be the breaking point?—Answer. I would just simply be 


guessing at that stage. There is a large variation depending on just what sort 
of soap and just what sort of synthetic detergent one is talking about. At to- 


day’s price structure some synthetic detergents are cheaper than soap, while 
others, particularly heavy-duty ones, are, we believe, more expensive, in terms 
of manufacturing costs than certain soaps used for similar purposes 

My reason for calling attention to the foregoing is first to show that 
in 1949 synthetic detergents had reached bedrock as far as further 
price declines we reconcerned, and, second, to show that some soap 
was able to compete in price with certain types ol synthetic detergents. 
Consumption of synthetic detergents in 1949 was only D pounds per 
capita. In 1950 fats and oils prices went up markedly after the Korean 
incident. It should be more than a coincidence that the disappearance 
of synthetic detergents per capita went to 5 pounds, Sales totaled 
1.2 billion pounds, as compared to 800 million in 1949. 

In 1951, however, as indicated by the Department of Agriculture, 
the demand and consequently the price of the synthetic detergent 
manufacturers’ raw materials were at a high level. Benzene, which 
was selling at 21 cents per gallon in tank carlots in August 1949, 1s 
now selling at 30 to 37 cents per gallon, f. 0. b. The type of sulfuric 
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acid used in making synthetic detergents was $19 per ton in tank cars 
in 1949 and is $3 per ton higher in June 1952. 

If your henscohin committee can see its way clear to grant the peti- 
tion that the 3-cent processing tax be removed from coconut oil, I be- 
lieve that the production of soap will increase at the expense of syn- 
thetic detergents. If coconut oil can be purchased at a more reason- 
able price—which means free of the 5. cent processing tax—soap 
makers can make a better, more salable soap or the same quality —_= 
at a lower price. Either course should lead to larger soap sales anc 
therefore larger domestic fat consumption. ‘To leave it in effect we 
believe, will, as the Department of Agriculture has predicted, mean 
“that soap production will be further reduced.” 

Mr. Coorer. Does that complete your statement ? 

Mr. Gorpon. Yes, sir. 

Mr. Coorer. Any questions ¢ 

We thank you for your appearance and the information you have 
given the committee. 

Mr. Gorpvon. Thank you, gentlemen. 

Mr. Coorrr. Next we have Mr. L. Blaine Liljenquist ? 

Will you please give your name, your address, and the capacity in 
which you appear for the record ? 


STATEMENT OF L. BLAINE LILJENQUIST, WASHINGTON REPRE- 
SENTATIVE OF THE WESTERN STATES MEAT PACKERS ASSOCIA- 
TION 


Mr. Linsenquisr. My name is L. Blaine Liljenquist, the Washing- 
ton representative of the Western States Meat Packers Association. 

The Western States Meat Packers Association, Inc., comprising 415 
independent companies engaged in the meat packing industry in the 
Rocky Mountain and Pacific Coast States would like to call to your 
attention thei opposit ion to H. R. 6292 which would, if it becomes law, 
repeal the processing tax on coconut oil. 

Two of the principal byproducts of the livestock and meat industry 
are tallow an ' grease, used primarily in the manufacture of soap. 
H. R. 6292 was introduced at the request of vegetable oil importing 
companies. These companies would benefit by importing larger 
quantities of coconut oil if the tax is removed. Much of the increased 
supply of coconut oil would no doubt be used in soap, thereby dis- 
placing the use of domestic tallow and grease. 

We do not agree with the proponents of the bill that additional 
quantities of domestically sudelel tallows and grease will be used 
if larger quantities of coconut oil are permitted to be imported. 

The bill is supported by the soap manufacturers, particularly the 
Big Three soap companies—Lever Bros., Colgate-Palmolive-Peet, and 
Proctor & or era These companies are interested in cheap raw 
materials, and they are fully aware that if they can import larger 
quantities of foreign fats and oils domestic prices of fats and oils will 
be even further depressed than they now are, with the result that the 
soap manufacturers will save millions of dollars at the expense of 
American agriculture. 

Coconut oil is not only competitive with tallow and grease from the 
packing and rendering industry, but is competitive also with soybean 
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oil, corn oil, cottonseed oil, and all other major fats and oils produced 
in the United States. 

Thus this bill which is designed to benefit a few importers and 
manufacturers would be at at the expense of several million farmers 
producing cotton, soybeans, peanuts, corn, hogs, and cattle. 

Although there is a great deal of economic concentration in the 
meat-packing industry where 4 companies handle approximately 50 
percent of the meat sales in the United States and 10 companies handle 
almost 70 percent, the economic concentration in the soap industry is 
even greater. The three big soapers purchase from 80 to 85 percent 
of the tallow and grease which is used in the manufacture of soap in 
this country. 

The production of domestic fats and oils in recent vears has been 
enormous. United States exports have been heavy, but our foreign 
markets are now taking a smaller proportion of our production as 
world supplies of fats and oils have become more abundant in relation 
to demand. Domestic fats and oils prices have dropped in excess of 
D0 percent mn the past year. These depressed prices for animal fats 
and oils mean that meat prices must be increased or that farmers 
receive a lower price for their livestock. 

It has been said that the removal of the tax would make it possible 
for the Philippines to send larger quantities of coconut oil into the 
United States to the benefit of their count rv. The entire world market 
is available to the Philippines and we doubt the wisdom of further 
depressing the facts and oils market in the United States by the re- 
moval of this tax. 


If H. R. 6292 is approved, it will be a severe blow to American agri- 
culture and the well-being of many thousands of businesses which are 


engaged in the production of American vegetable and animal fats and 
oils. We feel that it would be entirely unjust to remove the process- 
ing tax on coconut oil for the principal benefit of a few giant manu- 
facturing companies. 

The Honorable Jasper Bell in his testimony pointed out that in his 
opinion the so ip manufactured today, because of the tax, is produced 
at a cost higher than the cost of producing synthetic detergents. We 
hear reports in the trade that are contrary to what Mr. Bell stated. 
We frequently hear that clue to the drop in the tallow and orease prices 
that the soapers are making tremendous profits On soaps; that it is 
costing them more to make synthetic detergents and they are using 
millions of dollars in profits from soap manufacture to subsidize their 
detergents, to advertise their detergents, and we hear that the reason 
they do this is in order that they might bring about a situation where 
the raw materials in the manufacturing of soap will be further 
depressed. 

I think that Mr. Schultz, of the National Biscuit Co.. can afford to 
pay the processing tax if they choose to use coconut oil in the manu- 
facture of their products in preference to domestic fats and oils. The 
processing tax is not excessive. We also believe that the manufac- 
turers of soap are bringing in all the coconut ot] which they need to 
make eood soap products which can compete for most uses with the 
detergents. 

We do understand that the detergents are superior for some uses and 
the detergents are here to stay, but soap also is here to stay, and they 
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are bringing in, we feel, enough of the coconut oil to make a fine soap 
product which can sell in competition with detergents. 

We do not believe that the repeal of this tax is a threat to the use 
of tallow and grease in soap to the extent that we should recommend 
the removal of the tax in order that more tallow and grease would 
be used. We feel it would have just the reverse effect and that if 
you bring in larger quantities of coconut oil, you are bound to have 
depressed prices of domestic fats and oil products. We are very 
fearful that if this tax is removed it will be definitely harmful to 
American agri ulture and the producers and processors of domestic 
fats and oils. 

“he proponents of the bill have repeatedly stated that in their 
opinion more domestic tallow and grease can be used in the manu- 
facture of soap if this processing tax were repealed, but they have 
not been able to show, we feel, evidence that that would be the result. 
They have talked about this for a number of years. The talk stems 
principally from those who would benefit directly from more imports 
of coconut oil. 

If they could show us in the livestock and meat industry that we 
would be benefited we would be with them, but so far we have not seen 
that evidence. Therefore, it is our view that the processing tax should 
be kept Ink effect Lo prevent a further severe depression of domestic 
tallow and grease, and we hope and trust that you gentlemen will not 
report out the bill favorably. 

Mr. Coorer. Does that complete your statement ? 

Mr. Litsenequisr. Yes, sir. 

Mr. Coorer. Are there any questions ¢ 

We thank you for your appearance and the information you have 
given to the committee. , 

Mr. Lisenquisr. Thank you, gentlemen. 

Mr. COorER. That completes all of those listed on the calendar. 

Is there uy body else present W ho desires an opportunity to be heard 
and has not been heard ¢ 

Without objection, the statement of the Southern Agricultural Com- 
missioners will be included in the record. 

(The statement referred to is as follows > 


STATEMENT OF THE ASSOCIATION, THE SOUTHERN COMMISSIONERS OF AGRICULTURE 


The association, the Southern Commissioners of Agriculture, is composed of 
the officially elected and appointed commissioners of agriculture of the Southern 
States as follows: Alabama, Georgia, Florida, Kentucky, Louisiana, Mississippi, 
North Carolina, South Carolina, Virginia, West Virginia, Tennessee, Arkansas, 
Texas, Oklahoma 

As the title of the association and of its members indicates, their interest is 
the furtherance of all helpful agricultural legislation and the correction of any 
disadvantage to agriculture that can appropriately be corrected by law of the 
several States in which they operate or of the United States 

The purpose of the bill in question, namely, H. R. 6292, introduced by Mr 
Havenner, Member of Congress, of California, is to obviate a tax upon the im- 
portation of coconut oil. This tax is at present levied upon and paid by the first 
domestic processor of the oil and is a part of the tariff regulations of the United 
States 

Prior to the independence of the Philippine Islands so much of the revenue as 
was collected under the tax from coconut oil or copra from which it is derived 
imported from those islands was collected by the United States and returned to 
the islands to assist in their economy 

Now that the Philippine Islands is an independent republic, the bill has been 
introduced, and is supported by the Government of the Philippine Islands, for 
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the purpose of relieving imports from that island of this product, so that they may 
have free access to the American market. Such oil, while having certain char 
acteristics peculiar to it, as the record shows, is competitive with oil derived from 
cottonseed, from soybeans, peanuts, and with lard and tallow derived from hogs 
and beef and other livestock, all produced on farms in the United States. The tax 
as levied furnishes a protection to American vegetable and animal oils against 
the competition of coconut oil 

Representing a considerable segment of farmers which produce domestic oils 
and fats, this association registers its considered and firm objection to the 
legislation 

While posing as a bill to relieve the economy of the Philippine Islands, the 
purpose of the bill is to benefit manufacturers at the expense of the American 
farmer. Its effect will be to reduce the price of domestic oils and fats 

There is no justification under the Constitution or in high policy for with 
drawing from one segment of the population, namely, the American farmer, the 
protection against the competition of foreign imports that is enjoyed by the 
manufacturing interests or by the other people of the United States Nor can 
any good, sound reason be seen why, in effect, the Congress shall levy a tax 
upon the producers of cottonseed, soybean, peanuts, and other oil-producing 
vegetables and on livestock, all of which are produced by the American farmer 
for the benetit of the people of the Philippine Islands 

If indeed the economy of the Philippine Islands has need, either temporarily or 
permanently, for contributions from the people of the United States, those con 
tributions should be raised by an equitable tax which falls alike on all of the 
people and of which each shall contribute his share in accordance with the 
Constitution, 

It is the policy of the United States, and has been for many years, to protect 
manufacturers, including processors of farm products, against the competition 
of foreign imports. What is fair for them is in turn fair for the American 
farmer. 

The effect of this will be to remove the protection which this tax affords to 
agriculture rhe tendency of this and other such legislation will be to destroy 
first the farmer, and next that part of the American market which he constitutes, 


and so will tend to destroy American industry 

The bill and the documents and statements now before the committee on behalf 
of the proponents of this legislation present an appeal to the American people to 
trade with the people of the Philippine Islands and so to help them, but the appeal 


is a false appea For the voice is the voice of the Filipinos, but the hand is the 
hand of greedy American industry. Greedy because, having its protection against 
foreign competition through other tariffs, it would remove that which protects 
the American farmer Then it can exploit the farmer in America as it now 


exploits the farmer in the Philippines 
This association suggests that a more equitable way to assist the people of the 


Philippines is to encourage by any means at our disposal the raising of the 
stundard of living of the people of the Philippine Islands, including farm labor, 
to the point where it may be comparable to that enjoyed by the American people 


senerally and to which the American farmer, in common with his countrymen, 
aspires 

if enterprise in the Philippines and in America were really free, coconut oil 
would sell at rates comparable to cottonseed oil, soybean oil, peanut oil, and lard 
and tallow, insofar as they are competitive. Then the people of the Philippines 
could prosper by their own efforts in a system of free competitive enterprise 

To remove this tax before that is accomplished would not only delay the accom 
plishment of so desirable a result in the Philippines, but it would continue the 
exploitation of the Philippine farmer by absentee American industrial land 
lords and it would fix the same type of exploitation on the American farm 


laborer by the same landlords 
Mr. Coorrr. Mr. MeNutt, of course we remember you very pleasant- 
ly. Please give your name and the capacity in which you appear, 


(iove! nor 


STATEMENT OF PAUL V. McNUTT, NEW YORK, N. Y. 


Mr. Mi Ni i Thank you, Mr. Chairman. My hame is Paul V. Mce- 
Nutt. 84 William Street. New York. N. Zz. 
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I clo not represent anyone here; I come here as an American citizen 
who has some knowledge of the P hilip pines and more than a passing 
interest in the success of the experiment which is in the form of the 
Philippine Republic. I have recently been in the Far East, during 
the past month, and wanted to bring to the attention of the commit- 
tee the deep concern which I felt by reason of the impact of the present 
situation in coconut oil on the Philippine economy. 

‘| he people of those islands who suffered more by loss of property 
and loss of life th in any comparable area in the whole world are seek- 
Ing to reestablish thei economy. Their productive capacity was for 
the most part dest roye al by the war, and in order to restore that pro 
ductive capacity it Is hecessary for them to have dollars and to have 
dollars they must sell certain of their exports to the United States. 

As has be el oe nted out to the committee today, >) percent of their 
peop le are engaged in the coconut industry. It has meant upproxi- 
mate ly half of the dollars which have come into the Philippines and, 
therefore, when a situation arises which seriously affects that industry, 
t is bound to have an adverse effect upon the whole of the islands and 

upon the whole of the r economy. They have tried honestly : ind sin- 
cere ly to in ip! ement the recommendations of the Bell report. The y 
were moving along pretty well, but just now their supply of dollars 


has reached the pont which 1s of grave concern not only to them but 
likewise to us in th Ss counTrS by reason of the fact that dollars which 
they have are expended prince pally 11 buy ng things which we make 
n the United States . 
Tl ere are two th vrs Whi eh concern me esp ally. As you know, 
I had the pleasure and honor of working with many of you gentlemen 
inthe Ph ilippine ‘Trade Act. The | hilippine peso is t ed to the dollar, 


nd therefore if we are to hay ve, al d 1} hope the day will come soon, free 
‘onvertibilit C\ of ° ft peso, then there must be suflicient dollars to 
back up the peso i e Philippines 

lf they are to “eon sufficient dollars those dollars can or ly be ob 
tained by selling their products here. I have felt for many years, and 
my conne tion with the Philippines goes over a period now of 15 
years, I have felt that this processing tax should be removed; that the 
reasons which existed for its imposition at the outset had disappeared, 
and it is my sincere feeling that the removal of this tax will help the 
situation in the Philippines without causing any great difficulty to 
those who are engaged in other enterprises here. Actually coconut 
oil is not competitive. It is used for — purposes, and that fact 
should be recognized. If action is taken by the committee at this time, 
and I would urge upon the committee to report out favorably H. R, 
6292, it will assist materially in restoring the economic equilibrium 
in the Philippines; that it will be of assistance to our own people who 
export products to the Philippines, but what is more important still, 
it will enable that country to move forward, take its place in the Far 
East which we have expected, and especially take its place in fighting 
with us the rising tide of communism which exists in that part of 
the world. 

Mind you, many of the financial difficulties of the Philippines tod: ay 
are du ie to the large re expenditures which the "Vv have been compelled 
to make in actually fighting communism in the field. I mean fighting 
by force of arms. They are moving forward, and at this time we 
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could give them a helping hand, and this is one of the hands which 
we can extend. 

I wanted to answer one question which was raised this morning, 
and that had to do with the possibility of the Philippines at this time 
making it possible by such action as the Government might take to 
control the price there. Well, first of all I cannot think that they 
would be so silly as to price themselves out of the market. Secondly, 
they are deeply conscious of their relationships with us and as the 
members of this committee no doubt know, they will appear before 
this committee at the next session of the Congress asking for certain 
changes in the Philippine Trade Act, and in asking those changes 
L know that they would expect to be fully cooperative with enter 
prises here and try to work out something that would be mutually 
satisfactory on both sides of the ocean. 

It is my sincere belief that it is in the interests of eood vovernment 
that this committee report out favorably 629. 

Thank you very much, Mr. Chairman. 

Mr. Coorer. We thank you for your appearance and the informa 
tion you have oiven the committee. 

Mr. McNurr. Thank vou, gentlemen. 

Mr. Coorrr. Mr. Rubin, will vou please give your full name and 
address and the capacity in which you appear. 


STATEMENT OF MARTIN J. RUBIN, DIRECTOR OF THE NATIONAL 
° RENDERERS ASSOCIATION 


Mr. Ri BIN. M\ huame Is Mart Nn J Rul hn, pres cle nt of the H. M. 
Rubin ('o.. Lon LL Island City, anal l chin director of the National 
Re derers Lssor micron. 

Mr. Coorrer. You nity proceed, 

Mr. It BIN, | Wo ila like to prefa e my remarks with the Statement 
that there seems to] ive always been il objecti mtothes cents process 
ing tax by the few concerns and individuals who stand the most to 
cain by Its remoy il. 

It still remains to be proven that the rt moval of this tax will be of 
benefit to the economy of the United States and that the removal will 
do more wood t} in harm. There do not eem to be any possible benefits 
to our eco! omy when our Treasury suffers | loss of revenue, and cer 
tainly domestite animal and vegetable oil industries cannot gain when 
foreign oils are bro olt Into a market which has been burdened since 
1948 with ever-growing surpluses, 

In January 1948 after reaching a peak of 27 cents a pound inedible 
animal tallow took the brunt of a declining market when the Govern- 
ment delayed in removing export controls until tallow reached a level 
of approximately 9 cents a pound. The decline had primarily been 
caused by surpluses resulting from the decreased demand of the ren- 
derers’ largest domestic buyer, namely, the soap manufacturer. 

Synthetic detergents were developed and improved during the 


period from 1936 to 1948. In 1940 only about 30 million pounds of 
S\ nthetic dete rvents were sold. In 1946, 500 million pounds were sold. 
I) 148, Ott? Wh 1] 1 pounds were sold. In 149 although ihe | nited 


States exported 172.816 tons of tallow as compared to the 30.969 tons 
In) LOAS, tall wre hed a low point of be. cents a pou d due tothe lack 


of demand ised by the increasing detergent production, 
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By 1950 estimated retail sales were 1.2 billion pounds, and it is esti- 
mated that synthetics now represent more than one-fourth of the total 
soaps and synthetics used, more than one-third of the total nonliquid 
soap and detergent sales to housewives, and over one-half of the 
package sales. 

‘These achievements in the detergent field represent huge investments 
in machinery, advertising, and marketing by the three largest soap 
manufacturers. Investments in plants alone run into the hundreds 
of millions of dollars. The claims made for detergents are not un- 
founded, and if they are not already better products than natural 
soaps, the research ben v carried on by the soap manufacturers will 
} robably make them so. 

There are those who would lead us to believe that if the coconut oil 
tax were lifted the so ip m mnufacturers would use more coconut oil in 
their natural soaps and that natural soaps would then become a better 
product hecause of the Cpuile k-lathe ing property of coconut oil. ‘| hey 
then conclude that natural soaps would recoup the markets which had 
been lost to detergents. 

The theory 1s that the better product would win out. To analvze 
this theory let us examine the price picture first. Certainly with the 
price of tallow hoverin 


] 


rat ol, Celts-a pound level at various times 
within the past past 2 years there has been every incentive for a soay 


manufacturer to use coconut oil in a natural soap since the combined 
cost of tallow and coconut oil has been low. 

Yet this opport initv Was never seized upon. If it was profit alone 
in natural soaps that was being aimed at, it was certainly to be had if 


soap manufacturers wished to turn their advertising heat in that 


direction, Surely the low price of animal facts during the past few 
years must have occasionally made natural soap a more profitable 
sale than detergents. 

Therefore we must fact the facts. The public wants detergents, and 
whether they have been convinced of this through advertising, the 
price ol the produ {. Ol because of the SUpePLority ot the prod it 1s 
unimportant. There are huge investments in plants and equipment 
that soap makers are ipparently forced to protect and millions of 


dollars will probably be spent in advertisin 


in order to shelter those 


o 
Investments, 

In other words, it seems apparent that the removal of the coconut 
oll tax W 1] not ald in recapturing the market from detergents, In 
stead, coconut oil could seriously affect the consumption of tallow by 
the detergent industry. ) ; 

In 1950 the Grovernment invested funds for research Into new uses 

carried on at the Eastern Regional 
Laborato les at W\ ! clmoor, Pa. These Government laboratories have 
produced several detergent products containing tallow which are said 
to better than presently mal keted detergents. 

Meanwhile, several detergent manufacturers announced in early 1952 
that they had experime! ted and were using tallow as a base for some 


of tallow. This work ssi ll bein 


cv 


of their detergents. Their representatives also stated that tallow 
1 > } 
and coconut otl were interchangeable in these detergents and that this 
ehar re We uld be made ! to ordance with price rel il onships bet ween 
the two. 
Therefore, it can probably be assumed that this newly regained 


detergent market will be jeopardized if coconut oil, which is the r 
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placeable oil, is permitted to come into the domestic maket at a com- 
petitive level. 

There is no reason why coconut oil could not come in at a low price 
since the removal of the processing tax would snavehuliiy bring in- 
vested capital to the Philippines. There are estimates that the Philip- 
pine copra and coconut-oil industry can readily expand 50 percent. 
This increased production, coupled with cheap labor, might easily 
bring coconut oil into the United States at a price that might act as a 
depressant on the price of tallow. 

Coconut oil can be directly interchangeable with tallow in natural 
soaps and, as explained prior to this, would be a potential replacement 
for tallow in the newly developed detergent market. The price of 
tallow could then be no higher than the price of coconut oil. Coconut 
oil is presently selling in Europe at approximately 8 cents a pound. 

There is great probability that the increased production that could 
ultimately be brought about by increased markets could in time fur- 
ther reduce this price so that the level of tallow might be indefinitely 
relegated to a range of between 5 and 7 cents per pound, 

This ( ould have a ser ious over all effect on the related edible-animal- 
ol markets anil the related vegetable-oil markets. With the oll in 
dustry indices off, the repercussions could be serious. They would be 
felt in the commodity index and would affect the general economy of 
the country. If the Government had to maintain parity prices, which 
is the present practice, the cost of holding price levels of farm prod- 
ucts could be rather expensive. 

The reasons I have given thus far, I fell, should in themselves be 
sufficient to point out the undesirability of re moving the proc essing 
tax. Yet there is one more point that should be examined. The pos 
sibility of our selling our surplus oils to other parts of the world. 

In a speech given in Copenhagen, J. C. A. Faure, chief buyer of 
Unilever, London, told the Internat ional Association of Seed Crushers 
Congress, that Europe does not strictly need to import fats and oils 
from the United States in 1952. World production of fats and oils 
is estimated at about 24,300,000 tons in 1952. This is 920,000 tons 
creater than in 1951. 

He said production this year would give a per capita supply of 
21.9 pounds annually, which is still 0.4 pound below prewar. World 
production would need to be 500,000 tons greater to restore the pre- 
war per capita supply. If, however, account were taken of increased 
stocks of 600,000 tons in Europe and the high level of stocks in the 
United states, it could be concluded that total supp plies avail ible this 
year were actually in excess of the prewar per capita usage. 

He also said th: if deducting from the work l’s export: able sup plies, 
the estimated requirements of importing countries other than Europe, 
left a balance of 4,180,000 tons available for shipments to Europe. 
Europe’s estimated import requirements were 3,650,000 tons, giving 
an estimated surplus of 530,000 tons for Europe over and above 
requirements. 

Now let us examine our exports of inedible tallow and greases dur- 
ing the past 2 years. In 1950 we e xported 247.000 metric tons and in 
1951 we exported 246,000 metric tons. The forecast given by Faure 
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for 1952 is 250,000 metric tons. If the estimated surplus for Europe 
in 1952 is 530,000 tons, we will again face the problem we were con 
fronted with in 1948, that is to find new markets or stop producing oils. 

Certainly with this bleak outlook ahead, it would not seem sensible 
to allow more oils in to the I nited states, to further saturate a heavy 


market. The etfe t of th move would obviously reduce the size and 
importance of our essential ot] industries, and cause price adjustments 
to levels that would be out of proportion with not only our general 
price indexes, but that of the world price ndexes. ‘| nN happel ead in 
1948 and 1949 and was not arrested until the advent of the Korean 


1 
Wir ll ely ne L950. 
We are now apparently going back to normalcy of world fats and 
oil sup vies and our Government could again be 1 ced with the prob- 
P} 


lem of protecting industries before their strength is sapped by sur 


pluses. I cannot urge you too strongly not to repeal the processing 
tax and sé protect the oil producing industries, for in the sustaining 


of these industries les the preservation of a sound economic structure 
in the United States. . 

Mr. Coorer. We thank you for your appearance and the informa 
tion you have riven the committee. 

Phe notice of the hearim 
ments might be submitted to the clerk with the request t 
cluded in the printed heal ings, 

Without objection, any statements received by the clerk by Friday, 
June 27, 1952, which are germane to the hearings and which are sub 


ject to bein r screened hy the clerk will hy 1! luded 1n) the printed 


rs advised nterested persons that state 


hat thev be n 


hearings 
This closes the heat nes ol the pending bill. The committee stands 
adjourned subject to the call of the Chair. 


(‘I he following matel il was submitted for the record :) 


CONGRESS OF THE UNITED STATES 
House or Repri : VES, 
Washington, D. C., Mareh 19, 1952 
Hon. Roserr L. DouGH ; 
Chairman, Ways and Means Committee, 
llouse of Repre N tatives, Washington, D. C. 

Dear Mr. CHAIRMAN: I am enclosing a copy of a letter which I have received 

from Gen. Carlos P. Romulo, Ambassador of the Philippines, transmitting the 


text of a cablegram from the Philippine Coconut Planters Association, Manila, 
Philippines 
1 will appreciate it if you will have this cablegram made part of the files in 





connection with my bill H, R. 6292, 
Sincerely yours, 
FRANCK R. HAVENNI 


Wember of Congress 


EMBASSY OF THE PHILIPPINES, 
Washington, March 18, 1952 
Hon. Franck R. HAVENNER 
House of Representatives, Washington, D. C 

Dear CONGRESSMAN HAVENNER: With further reference to your bill, H. R 
6292, I take pleasure in transmitting to you the text of a cablegram received 
from the Philippine Coconut Planters Association, Manila, Philippines, dated 
March 16, 1952, reading as follows: 

“Please transmit following message: ‘Congressman Franck Havenner, United 
States Congress: Your bill in Congress to alleviate precarious position of our 
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major industry by eliminating excise tax on Philippine copra fully endorsed by 
planters now in national convention in Manila. Please accept our gratitude, 
and may God help you in your gallant fight.’ ” 
With kindest regards, I remain, 
Sincerely yours, 
(CARLOS P. ROoMULO. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 18, 1952. 
Hon. Rosertr L. DouGuTon, 
Chairman, Ways and Means Committce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: Please allow me to enclose a copy of House Concurrent 
Resolution No. 92, expressing the sentiment of the people of the Republic of 
the Philippines in favor of H. R. 6292, which is now pending before your 
committee 

I will be most appreciative if you will do me the kindness to have, this resolu- 
tion made a part of the record for the consideration of my bill. 

Sincerely yours, 
Franck R,. HAvENNER, 
Member of Congress. 


{House Concurrent Resolution No. 92, Second Congress of the Republic of the Philippines, 
third session, House of Representatives] 
Introduced by Congressmen Pelaez, Calo, Roque, Fortich, Villareal, Zosa, 
and Lim 


Concurrent resolution expressing the sentiment of the people of the Republic of the 
Philippines in favor of the bill introduced by Representative Franck Havenner in the 
United States House of Representatives removing the processing tax of 3 cents per pound 
on Philippine coconut oil 
Whereas the processing tax in the United States on Philippine coconut oil 

is 3 cents per pound ; 

Whereas no such tax is imposed on babassu oil imported into the United States 
from South America: 

Whereas the said processing tax on Philippine coconut oil was imposed for 
the protection of fats and oil produced in the United States because Philippine 
coconut oil was used formerly in the manufacture of oleomargarine products in 
the United States and, therefore, Philippine coconut oil competed with said fat 
and oil products of the United States ; 

Whereas the protective purpose of imposing the said tax on coconut oil has 
ceased to exist because such oil is no longer used for oleomargarine purposes and 
because the United States has changed its status from an importer to an exporter 
of fats and oils; 

Whereas the coconut industry is at present the most important one in the 
Philippines because nearly one-third of the total population are dependent upon 
it for a livelihood ; 

Whereas the income derived from the exportation of copra, coconut oil, and 
other coconut products enables the Philippines to pay for vital imports from 
the United States; 

Whereas the discontinuance of the remission of the proceeds of the said tax 
to the Philippine Government from the date the Philippines was granted inde- 
pendence by the United States had unbalanced its finances in the critica! period 
of Philippine rehabilitation from the ravages of war. 

Whereas it has been reported that a bill has been introduced by Representative 
Franck Havenner in the United States House of Representatives proposing to 
remove the said processing tax of 3 cents per pound on Philippine coconut oil ; 
and 

Whereas the removal of said tax will be a blessing to millions of Filipinos, 
will bolster Philippine economy, and will enable the Philippines the faithful 
and true child of the United States, to meet successfully the inroads of com- 
munism and establish in this part of the world a veritable democracy of free 
and happy people : Now, therefore, be it 

Resolved by the House of Representatives of the Philippines, the Senate con- 
curring, To express the sentiment of the people of the Republic of the Philippines 
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in favor of the bill introduced by Representative Franck Havenner in the House 
of Representatives of the United States of America removing the processing 
tax of three cents per pound on Philippine coconut oil ; and 

Resolved further, That a copy of this resolution be transmitted to the Gov- 
ernment of the United States of America. 

Adopted unanimously March 1, 1952. 





CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., March 6, 1952. 
Hon. Rosert L. DovuGHTon, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

DreAR Mr. CHAIRMAN: Please allow me to enclose a copy of a letter which I 
have received from Gen. Carlos P. Romulo, Ambassador of the Philippines, 
relating to my bill H. R. 6292 which is now pending before your committee. 
I will appreciate it if you will do me the kindness to have this letter made a 
part of the record for the consideration of my bill 

Sincerely yours, 
FRANCK R. HAVENNER, 
Vember of Congress 


EMBASSY OF THE PHILIPPINES, 
Washington, March 4, 1952 
Hon. FRANK R. HAVENNER, 
House of Representatives, Washington, D. C. 

My DEAR CONGRESSMAN HAVENNER: With further reference to your bill, H. R. 
6292, I have just received a radiogram from President Quirino which reads as 
follows: 

“In response public clamor especially coconut producers with whom just had 
conference you are instructed to make representations with legislative execu- 
tive departments and Federal Government reiterating our request for abolition 
coconut excise tax. Coconut industry disastrously affected by last typhoon and 
our efforts eradicate Cadangcadang pest fruitless. People coconut region will 
be deprived of fruits of their labor during next 3 years. You may see President 
Truman first opportunity express personal interest matter.” 

This radiogram I embodied in a note I sent to the Secretary of State today, 
March 4, 1952, a copy of which is enclosed, 

Apart from the tax burden impased by the 3-cent excise tax upon our coconut 
growers, our coconut growers are facing additional hardships resulting from 
the disastrous typhoons which unfortunately visited our country recently and 
destroyed many of our coconut trees. Moreover, the pest known as Cadang- 
cadang, which had infected our coconut groves for many years, continues to 
cause considerable damage, despite efforts on the part of our Government with 
the cooperation of the United States Department of Agriculture to eradicate it. 

As I have pointed out in my note to the Secretary of State of February 5, 


1952, a copy of which I sent to you in my previous letter, our coconut industry 
is the most important source of income of our people. Your bill, if enacted into 
law, will provide the needed relief to the 6 million Filipino planters and laborers 
who depend upon the coconut industry for their livelihood and well-being. 
Sincerely yours, 
Car.os P. Romvuto 





San Francisco CHAMBER OF COMMERCE, 
San Francisco, March 6, 1952. 
Hon. Franck R. HAVENNER, 
House Office Building, Washington, D. C. 

My Dear Mr. HaAvenner: I refer to your note of February 4, with which 
you enclosed several copies of H. R. 6292 amending sections of chapter 21 of 
the Internal Revenue Code and other purposes. 

We are very happy to learn of your interest in this matter and I have re- 
viewed our position with several of our committeemen. We are, however, pleased 
to report that this bill is a very worthy one and contains proposed legislation 
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in which we have been interested for the past 2 years. The chamber originally 
passed resolutions favoring the elimination of this processing tax on coconut oil 
in the customs simplification bills of 1950 and 1951. Attached please find a 
copy of our resolution on the Customs Simplification Act and on page 6 of the 
board report you will find details of our position concerning the taxes on copra 


and coconut oil from this statement. You will appreciate that this industry is a 


very important one here and that payment of this tax by the processor is an ex 
cessive and undue burden. We still have to fight section 22 of H. R. 5505, which 
is at present before the Senate Finance Com: tet This section proposes trans 
fer of the 3-cent-per-pound processing tax o1 conut oil to the equivalent of an 
mport duty « pra and we enclose copy of memorandum on this point 

Your bill, of course, calls for the elimination of coconut oil in section 2470 
of the Internal Revenue Code, which would automatically cancel the processing 
tax, W } = re \ ur main objective You can, therefore, count on our en 
thusiastic support of H. R. 6292, which while of national interest is also of 
vita port to the city of San Francisco and California generally Should 


you later wish the chamber to reaffirm its position on this legislation, we sh 
glad to cooperate 


Sincerely yvours, 


Hion. Franck R. HAVENNER, 
Hlouse of Representatives, Washington, D. C. 
My Drar Cont SSMAN HAVENNER: At the outset, I wish to convey to you the 





gratitude of my government as well as my own for sponsoring the bill seeking 
the removal of the 3-cent tax on coconut oil. The enactment of H .R. 6292 would 


have a far-reaching effect upon our national economy and upon the lives of the 
millions of our citizens who depend on the coconut industry for their livelihood 
be a great boon to our coconut growers to be relieved of the heavy 
borne for the last 18 years. On 


I 


It would 
burden imposed by the tax, which they have 
the other hand, it would improve the competitive 
coconut oil in this country, and the local vegetable-oil refining and soap industries 
y first official act as Ambassador to this country was to 
our 


position of consumers of 


Realizing this, n 
submit a note to Secretary Acheson, supporting your bill and requesting that 
view e presented at 


I can assure you of our wholehearted cooperation in 


the proper time to the appropriate committees of Congress 
achieving our common 


health and success, I remain, as 


With best wishes for your continued good 


Very sincerely yours, 


NATIONAL MILK PRODUCERS FEDERATION, 

Wasi] tton, D. C., June 24, 19 

Hon. Rorert L. Do ON, 
Chairman, House Waus and Means Committee, 
House Office Building. Washingoton, D. ¢ 

My Dear Mr. DovucuTron: We would like very much to have inserted in the 
hearing record letter opposing Hl. R. 62092 

The National Milk Producers Federation repre 


and the cooperatives wl ch hev owl and 


+}, 
sents ap] roximately O.000) 
operate and 


lucts About 


dairy farm families 
act together to process and market their prod 


through which they 
one-fifth of the milk or milk equivalent sold from farms in the United 
marketed by producers through cooperatives connected with the federation 

The federation assisted in the passage of the original legislation imposing a tax 


processing of coconut oil We have 


ieve that it should be retained at this 


States is 


of 3 cents a pound on the first domestic 
consistently defended the tax since and be 
time. . 

Dairy farmers 
oils are to some extent interchangeable and competitive 
tion on the domestic market, and repeal of the 3-cent tax 


ire substantial producers of edible fats, and all edible fats and 
Fats and oils generally 


are not in a good pos 
on coconut oil would tend to make this condition worse. 
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We are directly concerned with the increased domestic use of coconut oil be 
cause it lends itself readily to the manufacture of dairy substitutes. Cheapet 
domestic oils and the elimination of the Federal tax have enabled oleomargarine 
manufacturers to increase the price spread between oleomargarine and butter 





This condition is having a serious adverse effect on the butte industry Re 
moval of the 3-cent tax on coconut oil would further aggravate this condition 
In this connection, domestic producers of soybeans and cottonseed would d 
well to look with care at legislation designed to make coconut « available at 
lower prices for oleomarg ne and other edible uses 
It is of course easy to say that the price spread between butte 
garine could be resolved by reducing butter prices. But that is not so easy 
do at current costs of feed and other things that farmers buy. Butter has for 
quite some time been selling at prices which are just above the support level of 
67%, cents per pound. The support level is designed to return to farmers only 
v0 percent of parity. Parity is a yardstick which determines whether farmers’ 
prices are fair and reas« ble in relation to the returns of other groups. Unti 
such time as butter prices go above parity, we do not believe it can be fai 
gued that a reducti hn butter prices is the correct solution of this problem 
In view of the foreg nz: we do not believe that the 3-cent processing tax on 
coconut oil should be repealed at this time 


Sincerely yours, 


STATEMENT BY \MERICAN SO’ EAN ASSOCIATION, G re 


Hupson, lowa 


rrowers and handlers of the 





The American Soybean Association, representi 
; , ‘ 


Soybean crop throughot the United States, is vigorously opposed to passage of 











H. R. 6202 because of the disastrous effect it would have upon our national 
economy and upon every segment of the soybean industry Membership of this 
issociation Is located in 40 States, with the major concentrations of membership 
in Illinois, lowa, Indiana, Ohio, Missouri. Arkansas. Minnesota. and Miss ssipp 
An estimated 700,000 prod ers of soybe s for the commercial market would 
be affected by passage of this b 

During the period en this processing tax has been in effect the soybear 
Maustr n the Unite States hus grown from an infant to one which brings 


=#U00 million per year to American farmers For the first time in many decades 


the United States has become self-sufficient in fats and oils During the w 
years we doubled and then redoubled soybean production in order to supply our 
ow aemands for tat had Olls Up to that time we had been dependent upon 
sources of supply which were located on the other side of the world At Peat 
Harbor those supplic were cut oll 

It is the contention of the American Soybean Association and its members] ip 
that so long as there is unrest at any point in the world we in the United States 
cannot afford to ever again find ourselves in the position of relying on critica 
fats nd oils supplies originating outside our borders. Adequate domest 
supplies of fats and oils are vital to national defense. 

Most American industry of today has been built upon a national policy i 
which tariff or subsidy has been an integral part. The American standard of Lit 
ing is a result. The processing tax on coconut oil, which would be repealed 





under passage of H. R. 6292, is no exception. It has merely given the American 
farmer and oilseed producer the same measure of protection from imports that 
nearly every American industrial commodity has had from its inception. 





Based upon assumed continuation of the processing tax on coconut oil as it now 
eXists the soybean processing industry of the United States has invested over 
5-00 million in equipment for processing the soybean crop. That figure does not 

ide the many mi ! nvested in storage and handling facilities. This proc 
essing equipment is located throughout the productio1 eas, Where the transport 
tation charges are held to a minimum, and where the soybean oil meal is readily 


available to livestock feeding. Passage of H. R. 6292 would make this equipment 
valueless It is not adapted to or located where it might be used on other 
commodities 

Our American standard of living and our defense effort are predicated on heavy 
livestock productior That livestock production is increasingly dependent upon 
adequate supplies of proteil Soybean oil me s the major source of protein. 


al i 
Recent developments in the usage of vitamin B-12 and antibiotics have opened 
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up a wide new vista of economical livestock production through the use of soybean 
oil meal, which contains the most complete and nearly balanced supply of the 
essential amino acids of any vegetable protein now in commercial production. 

Every bushel of soybeans contains about 10 pounds of soybean oil and about 
45 pounds of soybean oil meal. Without adequate markets for soybean oil there 
will be no production of soybean oil meal. Inadequate supplies of soybean oil 
meal can mean only higher priced and inadequate supplies of milk, meat, and 
eggs. Continued high levels of livestock production are vital to the maintenance 
of our national economy. They can be continued only with adequate supplies of 
protein 

It is reasonable to assume that passage of H. R. 6292 and the removal of the 3 
cents per pound processing tax on the first processing of coconut oil would mean 
3 cents per pound cheaper coconut oil. Because all fats and oils are more or less 
interchangeable in usage it would also mean 3 cents per pound cheaper soybean 
oil and cottonseed oil. That would mean 30 cents per bushel less yield of end 
products from each bushel of soybeans. Soybean oil for many months has been 
selling at prices which are only approximately one-half the established ceiling 
price 

Soybean processing plants have been closing down throughout the Nation in 
recent months because of the abnormally low prices at which soybean oil has 
been selling. The passage of H. R. 6292 would deal a death blow to an industry 
which is already reeling under low price structures 

The ultimate effect of the passage of H R 6202 would be lower prices for SOYV- 
beans, greatly reduced soybean acreage, and thus inadequate supplies of domes- 
tically produced fats and oils in times of emergency. It would also mean inade- 
quate supplies of soybean oil meal for the livestock production program to which 
we are committed. The producers of soybeans, as represented by the American 
Soybean Association, are unalterably opposed to the passage of H. R. 6292 and we 
urgently request that the bill not be allowed to leave the committee. We believe 
that the first interest of a free world is to keep America strong and self-sufficient. 
It cannot be done by destroying the American soybean industry, as would be done 
with the passage of H. R. 6292. 


NEW OBLBANS, LA., June 2%, 1952 
CHAIRMAN, WAYS AND MEANS COMMITTEE, 
House Office Building, Washington, D. C 


We strongly oppose Congressman Havenner'’s bill, H. R. 6292, repealing 3 cents 
processing tax on coconut oil until domestic fats and oils producer groups have 
had time to protest in person. This bill will hurt us and ail domestic producers 
a great deal 

GULF SOAP Corp., 
HAROLD WEISS 


CLEVELAND, Onto, June 24, 1952 
CHAIRMAN, WAYS AND MEANS COMMITTEE, 
House Office Building, W ashington, D. C.: 

Please accept this as our sincere protest against repealing the 3-cent processing 
tax on coconut oil. The rendering industry is already suffering from oversupply 
of fats and oils, depressed prices, and continuous rising operating cost. Our 
industry is and has always been a necessary part of the source of supply of fats 
and oils during critical world times for our country lease register this protest 
publicly with your committee and in printed hearings. 

Resper tfully, 
Tne CuYAHOGA Soap Co., 
Harotp C, Bicker, President. 


BrookiyNn, N. Y., June 23, 1952 
CHAIRMAN, WAYS AND MEANS COMMITTEE, 
House Office Building, Washington, D. C.: 
As a producer of tallow the price of which has now dropped to half of its ceiling 
price we strongly object to the removal of the processing tax on coconut oil as 
planned in H. R. bill 6292. This action may cripple the domestic renderer by 
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releasing a flood of coconut oil in this country periling the rendering industry 
which is a major domestic source of glycerin so necessary in a “shooting war.” 
We would like this protest to be made a part of the public record. 
Lona ISLAND Soap Co., Inc. 
A. Barr, President. 


DENVER, CoLo., June 24, 1952. 
Hon. Rorert L. DouGHuTon, 
Chairman, House Ways and Means Committee, 
Washington, D. C.: 

Regret inability be present hearing H. R. 6292. We strongly urge your com- 
mittee to recommend retention of 3-cent processing tax on coconut oil. It is 
becoming increasingly apparent that some special actions must be taken to 
protect domestic industry with the cost of operating in this country increasing 
day by day against importations from low-cost foreign producers Fats and 
oils have been selling at ridiculously low prices in this country and I can think 
of no sound reason for depressing them still further. 

AMERICAN NATIONAL CATTLEMEN'S ASSOCIATION, 
I’. E. Morin, Evecutive Secretary. 


DrKE, Iowa, June 23, 1952. 
Leo H. Irwin, 
Clerk, care Committee on Waus and Means. 
House Office Building, Washington, D. C.: 

Understand hearings are to be held on H. R. 6292 relative to removing procéss- 
ng tax of 3 cents per pound on coconut oil representing growers and as a pro- 
cessor of soybeans we are very much opposed to any change. Growers of soy- 
beans and cotton have during past months been forced to market both soybeans 
and cotton at prices influenced by large stocks of domestic fats and oils. Under 
existing conditions we urge the committee to sustain this tax. Please enter this 
nto the hearings 

FARMERS COOPERATIVE Co., 
C. M. Gregory, Vanager 


> ) S 


PHILADBLPHIA, Pa., June 24, 1952 
CHAIRMAN, WAYS AND MEANS COMMITTEF, 
Hlouse Office Build q Washington, Dp. C 
We protest against free entry coconut oil. Tallow is at depressed prices 
now and fear prices would decline further. We refer Havenner bill H. R. 6292. 
Jacon Srern & Sons, Ine 
L. KATZENBERG, President 





Sait LAKE City, Uran, June 24, 19 
CHAIRMAN, WAYS AND MEANS COMMITTEE, 
House Office Building, Washington, D.C 
Understand your committee is considering repealing 3 cents processing tax 
on coconut oil. Since present prices of all fats and oils are already selling at 
approximately 50 percent under ceiling prices, repealing processing tax on coco 
nut oil would completely wreck the American fats and oil industries. Therefore, 
urge you and your committee not to repeal this tax. 
UTAH BypPropucts Co., 
P. H. SoBe. 


(The following telegram is similar to about 65 telegrams and letters 
received on this subject. The remaining ones have been omitted but 
are retained in the committee files :) 
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PITTSBURGH, Pa., June 24, 1952. 
Hon. Roserr L. Doventon, 
Chairman, Ways and Means Committee, 
House Building, Washinaton, D. C.: 


The rendering industry has suffered untold injurv on account of the vast tm 


ports of foreign vegetable marine and anima oils and fats into this country. It 
Is the desire of the producers of domestic inedible fats that we be given prompt 
release from this intolerable situation Unless the price level of domestic fats 
and oils is raised it will be but a matter of time until this basic industry of 
rendering ts wi be utterly ruined Therefore we desire to enter protest 
with all our might to Havenner bill H. R. 6292. We do not want the 3-cent 
processing tax on coconut oil repealed. Please have our protest read at com 


mittee hearings and also included in printed hearing 
PitTseuRGH Mettine Co., 
A. C. COLLIns, President, 
R. I’ ‘THOMAS, Secretary-Treasurer. 


(The follow i a lette r and enclosure was submitted for inclusion in 
the record of the hearing: ) 


EMBASSY OF THE PHILIPPIN 
Wash ngton, June 26, 1952 


S 


Chairme = ind Means Committee, 
House of R sentatives, Washington, D. C 


\N: The enclosed memorandum was prepared because 
of the questions raised at the hearings on the Havenner bill, H. R. 6292 
Iw d appreciate if you could take a little time out of your busy schedules 
to read the ‘ dum 
Sincerely rs 
( os IP’. RomvuLo 


C) Vea Co ttee 


House of R ‘ fativres, Washington. D. ¢ 

My Drar Mr. C \ At the ontset, | wish to express to you and to the 
members of the committee the Philippine Government's appreciation and that of 
my own for ! hearing on the Havenner bill, H. R. 6292, in which the 
Philippine Government and the Filipino people are deeply interested I have 
been informe that in the course of the hearing yesterday, some members of the 
committee raised certa points which I believe should be clarified 

1. Are American producers of fats and oils injured? 

ihe pr pa neern of certain members of the committee seemed to be that 
a rie ure take reduce import duties and processing taxes on foreign fats 
and oils would injure domestic producers of fats and oils, particulariy the pro 
ducers of soybeans, t w, and grease Fortunately, it can be demonstrated that 
the removal of the processing 4ax cannot injure these producers 

Ever since the end of the last war the price of coconut oil, tax excluded. has 
been several cents per pound above the prices of tallow and grease Despite a 


tremendous drop in price of Philippine coconut oil from 28 cents per pound to its 
current level of 11 cents per pound, f. o. b. tank cars, New York, coconut oil is 
still far above the prices of tallow and grease and moderately above the price 


of soybean oj lor example, the prime tallow market today is 7 cents per 
pound delivered New Yor!) The price of coconut oil is 11 cents per pound, ex 
cl e of tax, or 14 cents per pound, tax included It is inconceivable that any 
manufacturer would replace a 7T-cent pound of tallow with an 11-cent pound 
of coconut oil The manufacturer uses coconut oil only because of specific prop- 
erties Which no domestic fat has 


In the case of soybean oil, the current market price is approximately 11 cents 
per pound Decatur, I or 12 cents per pound delivered to the eastern market 
Again, as in the case of tallow, it is inconceivable that a buyer would prefer 
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coconut oil to the cheaper American oil unless for uses which the domestic oil 
cannot satisfy. It should be borne in mind that the prices I have been using for 
coconut oil do not include the tax and that actually the current cost to manu- 
facturers here has been 3 cents per pound higher, or equal to the amount of the 
tax. Were the tax removed, the market price and consequent cost to the manu- 
facturer would be increased to the extent of the tax which would be reflected 
in an increased return to the Philippine producer. 

It will be seen from the foregoing that coconut oil has been and will be used 
in the United States only to the extent that domestic fats and oils cannot do the 
job. This is so because of the price relationships between coconut oil and Amer- 
ican fats and oils—relationships which will exist so long as the United States is 
dependent on the outside world as a market for its surplus production of fats 
and oils. This can be clearly demonstrated by considering the fact that coconut 
oil in Europe today is cheaper than it is in the United States by reason of lower 
freight rates, Whereas American fats and oil 


Is are some 2 cents per pound deurer 
in Europe than they are here. Thus, coconut oil is being sold today at 101% 
cents per pound in Antwerp or Rotterdam compared to 11 cents in New York, 
American soybean oil is 11 cents per pound, f. 0. b. American producer's plants, 
plus approximately 245 cents (representing the cost of delivering the oil to 
Antwerp or Rotterdam) or 13'% cents peh pound in Europe. It is clear, there- 
fore, that so long as the United States is producing more fats and oils than it 


} 


can consume domestically that this oil must compete with Philippine coconut 


oil in Antwerp or Rotts m and other European ports long before it feels any 
competitive pressul n the American market 

The case is very striking in respect of tallow Whereas here, coconut oil 
prices on a tax-paid basis are nearly twice the price of tallow, in Europe, Amer- 
ican tallow is at only a very slight discount under Philippine coconut oil At 7 


cents a pound, f. o. b., New York, the cost of tallow, c. i. f., Antwerp or Rotter- 
dam, is approximately S42 cents per pound compared with 10 cents per pound for 
coconut oil. This price differential in European markets has on occasion dis- 
appeared completely, and whenever this happens, an effective ceiling is estab- 
lished for the American tallow, since no buyer will pay a premium over coconut 
oil to buy the forme! 

As a corollary of the foregoing, and since the United States must export about 


=) percent of its tallow and grease production, any increase in the price of 
Philippine coconut oil resulting from the elimination of the processing tax will 
improve the tallow market correspondingly All of the opposition registered by 


the tallow renderers to the elimination of the tax is predicated on the assump 
tion that the United States is on an import basis rather than an export basis. 
This is not the fact The United States is exporting and must continue to export 
its very large surpluses of fats and oils unless the United States deliberately and 
drastically curtails its domestic production of fats and oils Under current 
conditions, it seems that is not only impossible, but undesirable 

In other words, the low current prices of soybean and tallow are not due to 
prices of coconut oil in this country but to low prices in the world’s markets 
where United States fats and oils are exported in competition with fats and oils 
imported into those markets. Hence, removal of the 3-cent tax on coconut oil 
would improve the price of coconut oil in the world’s markets and this improve 
ment would be reflected in the prices of fats and oils in the United States 
markets 

2. Where will the benefits accrue? 

Considerable concern was expressed by one member of the committee that the 
benefits of the removal of the tax would go to a few firms of non-Philippine or 
non-American ownership rather than to the American consumer or the Philip- 
pine producer. I am of the opinion that for the same reason that any price in- 
crease goes directly to the benefit of the actual producer it stands to reason that 
whether this improvement comes about by virtue of the elimination of the 
processing tax or because of improved prices, the result will be the same, and 
that is, it will go to the benefit of the producer who, as is well known, is vir 
tually 100 percent Filipino. Copra is a highly competitive commodity, and 
while there are some 50 exporting firms, there are actually thousands of buyers 
throughout the Philippines who are very well posted by radio and otherwise re 
garding world copra prices Since the middleman usually works on an ex 
tremely thin margin, as a rule, the producer gets paid the full price on any given 
day's market 

I can assure you that, if the tax is removed, the Philippine Government will do 
its utmost to see to it that the 6,000,000 Filipino coconut growers will receive 
their equitable share of the benefit of the elimination of the tax. 
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o Copra production 

Congressman Camp expressed great concern over his understanding that copra 
production in the Philippines can be stimulated to produce 2 million tons a year, 
This is definitely a misconception, as our records show that the largest pro- 
duction in any one year was attained in M7 when the Philippines produced 
slightly over 1 million tons, a performance which has never been duplicated. 
We gage production by taking experts of copra and kindred products converted 
to copra equivalents to which we add coconut oil locally consumed. We feel 
that the potential production of the Philippines for the next 5 years or so would 
in the neighborhood of 1 million long tons, and when it is considered that 


be 
local coconut oil Consumption plus exports of desiccated coconut amounts to 
approximately 10 percent of the entire crop, it can be seen that not much more 
than 900,000 tons of copra can reasonably be expected ag the exportable maximum 
quantity irrespective of any price improvement that may come about 

I trust the foregoing additional information will help clarify those points 
f the committee desire further background material 


on which some men 


Sil ere \ yours, 


CARLOs P. RoMvutla, 


(Whi eClUpol - al a }). Tih... the committee recessed subject to the 





